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HEALTH CARE COST CONTAINMENT: ARE 
AMERICA'S AGED PROTECTED? 



TUESDAY, JULl 9, 1985 

House of Representatives, 
Select Committee on Aging, 

Washington, DC. 

The committee met, pursuant to notice, at 10 a.m., room 345, the 
Capitol, Hon. Edward R. Roybal (chairman of the committee) prv> 
siding. 

Members present: Representatives Roybal, Pepper, Hughes, 
IJoyd, Oakar, Mica, Synar, Skelton, Erdreich, Sisisky, Gordon, 
Manton, Stallings, Regula, Wortley, Schneider, Ridge, McCain, 
Gekas, Boehlert, Bentley, Lightfoot, Fawell, Meyers, Henry, Kolbe, 
and Schuette. 

Staff present: Fernando Torres-Gil, staff director, Nancy Smith, 
professional staff member, Gary Christopherson, professional staff 
member; Austin Hogan, communications director, Judith Lee, exec- 
utive assistant, Christinia Mendosa, professional staff member, 
Carolyn, Griffith, staff assistant, Diana Jones, staff assistant, Paul 
Schlegel, minority staff director, and Anne Riser, minority execu- 
tive secretary. 

OPENING STATEMENT OF CHAIRMAN EDWARD R. ROYBAL 

The Chairman. The committee will come to order. 

Ladies and gentlemen, the purpose of this hearing is to deter* 
mine whether cost containment measures under Medicare and 
Medicaid, combined with budget costs to social services, are limit- 
ing the elderly's access to long-term care and community services. 

This is the committee's second hearing on the impact of cost con- 
tainment on America's aged. La February we heard testimony from 
providers and consumers that hospital DRG's are negatively affect- 
ing the quality of health care. That testimony convinced me to in- 
troduce my Quality Assurance Bill, H.R. 1970, which will substan- 
tially upgrade the current quality assurance S3rstem. 

Today, we will look at the collective impact of cost control meas- 
ures on the elderly" s access to needed nursing home, home health, 
and community services. At a time when pressure on hospitals to 
discharge patients earlier is increasing the need for long-term 
care — we find that there is mounting evidence to suggest that more 
restrictive administration policies are limiting the elderly's access 
to this care. 

The evidence begins with the administration's repeated assault 
on the Health and Human Services budget over the past 5 years. 

(1) 
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Added to this are new regulations under Medicare and Medicaid 
that discourage providers and States from participating in the few 
public programs that cover long-term care. The latest regulations 
came this past Friday when HOTA, the agency in charge, decided 
to limit costs for home health care. And that added, of course, to 
the pressure on providers. Other evidence will be presented by wit- 
nesses today based on studies conducted at my request. How these 
measures would affect people is the subject of this hearing. 

The squeeze on providers, States and local governments is hurt- 
ing the elderly and their families. The fact that Governor Graham 
and Mayor Schaefer, others, along with consumers and providers 
are here testifies to the fact that there is a problem. They are con- 
cerned, over this great issue. And I greatly appreciate their pres- 
ence and look forward to their testimony. 

I would like to submit some correspondence between our conmiit- 
tee and the Department of Health and Human Services at this 
time. Hearing no objections, so ordered. 

[The correspondence submitted by Chairman Roybal follows:] 

U.S. House of Reprbsentativks, 

Select Committee on Aging, 
Washington, DC, June 24, 1985. 

Hon. Maegaiuet M. Heckler, 

Secretary, Department of Health and Human Services, 
Washington, DC. 

Dear Secretary Heckler: On July 9, 1985, the House Select Committee on Aging 
will hold a hearing on the impact of health care cost containment measures on the 
elderly '8 access to long term care and community services. In lieu of formal testimo- 
ny from the Department, I am requesting that answers to the House and Senate 
Aging Conmiittees' earlier questions on waiver of liability (enclosed) and to addition- 
al questions on cost containment (also enclosed) be provided to the Committee by 
July 3, 1985. 

'nie purpose of the July 9th hearing is to determine whether and to what extent 
cost containmnet measures under Medicare, Medicaid and human service OTOgrams 
are limiting beneficiary access to long term care and community serivces. The Com- 
mittee's concern is that at a time when hospital prospective reimbursement is in- 
creasing the elderly's need for nursing home, home heuth, and commimity services, 
budgetary and regulatory contraints may, collectively, be limiting the edlerly's 
access to these types of care. 

I imderstand the Department's desire to administer programs under its purview 
in an appropriate and coelreffective manner. I also know that in the interest of cost 
containment, the pendulum can swing so far in the direction of savings that benefi- 
ciaries lose access to essential services for which they are rightfully entitled. This 
critical question of beneficiary access will be addressed in testimony from providers, 
local and state governments and consumers at the July hearing. 

Thank you for yoar cooperation. The Department's answers should be forwarded 
to the Committee in Room 712, House Office Building Annex I, by close of business 
Friday, July 5, 1985. Questions r^arding my request should be directed to Ms. 
Nancy Smith of the Committee staff at (203) 226-3375. 
Sincerely, 

Edward R. Roybal, 

Chairman. 



ADDmoNAL Questions of Srcrstary Maroarit .Heckler on Impact of Ck)8T 
Containment Measures for July 9, 1985, Hearing 

1. Given the incentive for shorter lengths of stay under hospital DRG's and, 
hence, the growing demand for in-home and commimity long term care alternatives, 
how will the Depiu^ment ensure that recent cost containment measures under Med- 
icare (e.g., changes to wavier of liability, freeze on provider reimbursement levels, 
and increased pressure on fiscal ini«rmediaries) and limitations on the Medicaid 
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2176 Home and Community Based Waiver Program will not result in decreased pro- 
vider and state participation? 

2. What, if any, preliminary data are available on changing patterns of provider 
and state participation in Medicare and in the Medicaid 2176 Waiver Program over 
the past 24 months? At a minimum, please indicate the number of nurisng home 
and home health providers who have entered, withdrawn or changed their level of 
participation in the Medicare program during this period. Please also list the states 
that have applied for 2176 waivers during each of the past two years; the number of 
waivers that have been approved, rejected and withdrawn; and which states are in 
jeopardy of losing their 2176 Waiver as a result of the Department's new require- 
ments for Federal Financial Participation (published in March 13, 1985 Federal Reg- 
ister). 

3. What steps is the Department taking to measure the collective impact of these 
cost containment measures under Medicare, Medicaid, Older American's Act pro- 
grams and Social Service and Commimity Service Block Grants on the elderly's 
access to long term care community services? 

4. What data are currently available on changing utilizaiton patterns of Medicare, 
Madicaid, Older American's Act and Social Service and Community Service Block 
grants long term care and community services? At a minimum, please estimate the 
number of elderly benificiaries under the nursing home, home health and communi- 
ty service components of these programs for each of the years 1978, 1985. 

5. The Department, in its report to Congress on Medicare's skilled nursing facility 
benefit, predicted that "Medicare's hospital prospective payment system may in- 
crease the use of Medicare SNF services because it gives hospitals a strong financial 
incentive to discharge patients as soon as is medically appropriate." Despite this in- 
creasing demand for nursing home and, by extrapolation, home health services, a 
recent survey undertaken for the Committee of Medicare providers indicates that 
denial rates are increasing. 

Does the Department have data suggesting otherwise? How do you reconcile in- 
creasing numbers of long term care claimants and heavier care needs with increas- 
ing denial rates? 

Please also provide estimates of denial and reversal rates for Medicare and Medic- 
aid claims for long term care services between 1978 and 1985. 

6. Element 16 of Sub-Section 2901.1 (Contractor Performance Evaluation Program) 
of the Health Insurance Manual (13-2) sets standards for the coet^ffective adminis- 
tration of a Medical Review/ Utilization Review (ADl/UR) program based on the 
ratio of dollars recovered to contract dollars apportioned to the intermediary for 
MR/UR functions. It is my understanding that the failure of an intermediary to 
stay above the minimum '^Passing" ratio of $5.00/$1.00 is grounds for failing the 
entire 2901 section evaluation and contract termination. 

Please explain how these ratio's were derived. Are they based on historical data 
on the rate and dollar value of claim denials for home health, nursing home, hospi- 
tal and other services covered by Medicare? On what basis are adjustments to the 
ratios and the weighting of Element 16 mode? 

Please also explain how the weighting of this element had changed over the past 
four quarters and how, accordingly, this impacts intermediary incentives for in- 
creased denials. 

Please answer these same two questions for the similar standards used in evaluat- 
ing intermediary performance of cost audit functions (Section 2901.6, Element 16). 

7. It is also my understanding that data on claim reversals are not factored into 
intermediary performance evaluations under the Contractor Performance Evalua- 
tion Program (CPEP). 

Is this true? If so, what is to prevent an intermediary from increasing initial 
denial, rates in order to meet CPEP standards, knowing that claims may subse- 
quently reversed without any effect on their performance rating? 

How are reversal rates monitored by the Department? Please indicate the number 
and percentage of denied nursing home and home health claims under Medicare for 
each of the past four quarters; the average time between claim denial and reversal; 
aiid the estimated administrative costs resulting from denials reversed after recon- 
sideration; the estimated costs to clients and providers attributable to successful 
claims appeals. 

8. As a member of the House Appropriations Committee, I asked the Department 
several questions this year related to newly issued regulations under the Medicaid 
2176 Home and Community Based Waiver Program. In response, the Department 
indicated that several states had expressed dissatisfaction with the new reporting 
requirements and that Department staff had been directed to investigate "altema- 



ERIC 



tives." Please specify the status of this review, what alternatives are being consid- 
ered and how states are being involved? 

9. The Department's revised regulations for the Medicaid 2176 Program have been 
criticized on the grounds that the cost formula rewards states with empty nursing 
home beds and penalizes Uioee with high occupancy rates and moritoriums nursing 
home bed expansion. What is the Department s position on this and is this among 
the provisions being reconsidered? 



Questions on Waiver of Liability Submitted to Secrttary Hecklir by House 
AND Senate Aging Committees, April 1985 

impact on beneficiaries, providers and program costs 

1. What is the estimated number of beneficiaries who would be denied access to 
hospital, nursing home and home health services if, in response to the waiver of li- 
ability ruling being imposed, providers choose to withdraw from the Medicare pro- 
gram or tighten their criteria for accepting potential Medicare patients? 

2. Durine 1984 and 1985, what was the total number of Medicare claims submitted 
for hospital, nursing home and home health reimbursement? What number of these 
were denied and of those denied, what number were appealed? What was the denial 
rate and rate of reversal in each year? What was the dollar value of post-hospital 
Medicare benefits denied after final appeal during each year? 

costs and cost savings 

1. What is the potential increase in costs to the beneficiary and to Medicaid imder 
the proposed rulmg as, with decreasing access to Medicare services, more patients 
enter nursing home as private pay patients and subsequently spend down to Medic- 
aid? 

2. What is the estimated additional cost that would be incurred by Medicare pro- 
viders annually as a result of denied claims if the proposed waiver of liability ruling 
were imposed? 

3. Has the Department estimated the cost savings under the proposed ruling that 
includes the costs associated with case reviews, reconsiderations and appeals? What 
proportion of the estimated savings would result from providers withdrawing from 
the Medicare program? 

procedures and incentives for intermediaries and providers 

1. What standards and criteria for claims review are in place of being developed 
to provide guidance to providers and intermediaries to ensure that beneficiary 
claims are fairly and consistantly reviewed within and among states? 

2. If the proposed rule is imposed, how would HCFA assure that an increase in 
the rate of denial for legitimate claims would not result, assnming that providers 
will tend to deny cases in which there is any dodbt of coverage? What protections 
would be built in to protect the beneficiary in such cases? 

3. What, if any, incentives exist to discourage high reversal rates in client appeals 
that might be associated with particular intermediaries? Is a provider's reversal 
rate considered in determining whether a pattern of inappropriate utilization 
exists? 

COMMENT PERIOD 

Please explain the necessity of imposing a 30-day comment period for a rule that 
has taken over two years to develop. This shortened time period imposes difficulties 
on individuals and organizations wanting to become fuHy informed and to fully 
assess the impact of proposed rulings. 



U.S. Senate, 
Special CoMMrrncE on Aging, 

Washington, DC. 

Hon. Mararet M. Heckler, 

Secretary, Department of Health and Human Services, 
Washington, DC. 

Dear Madam Secretary: On February 12, 1985, the Department of Health and 
Human Services published in the Federal Register proposed rules on the Medicare 
Waiver of Liability. Members of the Senate Special Committee on Aging and the 
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House Select Committee on Aging have serious reservations about the impact of 
proposed regulatory changes on elderly Medicare beneficiaries. 

As you are aware, the House Select Committee on Aging held a hearing in Febru- 
ary on the impact of cost containment proposals on elderly beneficiaries. In addi- 
tion, the Senate Special Committee on Aging received a preliminary report prepared 
« by the General Accounting Office on the impact of hospita! DRG on post-hospital 

long term care services. Testimony from the hearing and preliminary results of the 
GAO study demonstrate that with increasing pressure on hospitals to discharge pa- 
tients "quicker and sicker," more and more patients are seeking post-hospital nurs- 
ing home and home health services. Given the increasing need for poet-hospital 
care, we are deeply concerned that the Department's proposed regulatory changes 
will ultimately decrease the access of Medicare patients to the services they need, 
and also increase the number of coverage denials. 

We commend the Depeulment on havig convened an internal task force to recon- 
sider the proposed rule in light of concerns raised during the comment period. We 
fully agree that a range of issues must be addressed before the Department proceeds 
any further with implementation. Appended to this letter are questions which 
should be taken up by the task force and for which we request your written re- 
sponse by May 15, 1985. In addition, we would like to know the Department's time- 
table and plans for the task force and for implementing final r^ulations. 

We look forward to your response and to working with you to resolve this impor- 
tant issue. 

Sincerely, 

John Heinz, 
Chairman, Special Committee on 
Aging, U.S. Senate. 
John Glenn, 
Ranking Minority Member, Special 
Committee on Aging, U.S. Senate. 
Edward R. Roybal, 

Chairman, Select Committee on 
Aging, U.S. House of Representa- 
tives. 

Matthew J. Rinaux), 
Ranking Minority Member, Select 
Committee on Aging U.S. House of 
Representatives. 

IMPACT ON BENEFICIARIES, PROVIDERS AND PROGRAM COSTS 

1. What is the estimated number of beneficiaries who would be denied access to 
hospital, nursing home and home health services if, in response to the waiver of li- 
ability ruling being imposed, providers choose to withdraw from the Medicare pro- 
gram or tighten their criteria for accepting potential Medicare patients? 

2. During 1984 and 1985, what was the total number of Medicare claims submitted 
for hospital, nursing home and home health reimbursement? What number of these 
were denied and of those denied, what number were appealed? What was the denial 
rate and rate of reversal in each year? What was the dollar value of post-hospital 
Medicare benefits denied after final appeal during each year? 

COSTS AND COOT SAVINGS 

1. What is the potential increase in costs to the beneficiary and to Medicaid under 
the proposed ruling as, with decreasing access to Medicare services, more patients 
enter nursing homes as private pay patients and subsequently spend down to Medic- 
aid? 

2. What is the estimated additional cost that would be incurred by Medicare pro- 
viders annually as a result of denied claims if the proposed waiver of liability ruling 
were imposed? 

3. Has the Department estimated the cost savings under the proposed ruling thaf. 
includes the costs associated with case reviews, reconsiderations and appeals? What 
proportion of the estimated savings would result from providers withdrawing from 
the Medicare program? 
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PROCEDURES AND INCSNTTVBfl FOR INTERMEDIARIES AND PROVIDERS 

1. What standards and criteria for claims review are in place or being developed 
to provide guidance to providers and intermediaries to ensure that beneficiary 
claims are fairly and consistently reviewed within and among states? 

2. If the proposed rule is imposed, how would HCFA assure that an increase in 

the rate of denial for Intimate claims would not result, assuming that providers t 
will tend to deny cases in which there is any doubt of coverage? What protections 
would be built in to protect the beneficiary in such cases? 

3. What, if any, incentives exist to discourage high reversal rates in client appeals 

that might be associated with particular intermediaries? Is a provider's reversal ^ 
rate considered in deterining whether a pattern of inappropriate utilization exists? 

COMMENT PERIOD 

Please explain the necessity of imposing a 30-day comment period for a rule that 
has taken over two years to develop. This shortened time period imposes difficulties 
on individuals and organizations wanting to become fully informed and to fully 
assess the impact of proposed rulings. 



The Secretary of Health and Human Services, 

Washington, DC, June 20, 1985. 

Hon. Edward R. Roybal, 

House of Representatives, Washington, DC 

Dear Mr. Roybal: We have received your letter commenting on various aspects of 
the proposed regulations to change the administration of the Medicare waiver of li* 
ai)ility for providers and beneficiaries. We understand your concerns and will be 
considering them as we develop the final regulation. 

As you know the original recommendation upon which this proposal was based 
was contained in a General Accounting Office report dated March 1983 (GAO-HRD- 
83-38). The basis for the GAO report and our subsequent propo^ was, of course, a 
conviction that the Medicare program should not pay for care that is not medically 
reasonable and necessary and, tiherefore, not covered under the provisions of the 
Medicare statute. As indicated in the preamble to the Notice of Proposed Rulemak- 
ing, we estimated substantial savings would result from our proposed changes, 
eliminating payments now made for a certain percentage of noncovered cases under 
criteria and thresholds which hold providers harmless for certain erroneous deci- 
sions. 

The objective of the proposed regulations was not, of course, to eliminate the pro- 
vision that permits HCFA to waive a provider's liability under appropriate circum- 
stances as is authorized by Section 1879 of the Social Security Act. Instead, the pro- 
posal was to eliminate a presumption that a provider should not be held liable for 
erroneous decisions, rather than permitting waiver on the basis of a case by case 
review. As indicated in the preamble accompanying the proposed regulation, we 
considered the impact of the propose! on both providers and beneficiaries. 

We are pleased to receive your comments about the formation of an internal task 
force within the Health Care Financing Administration to consider issues raised 
during the comment period. That group has already begun reviewing the volumi- 
nous correspondence which we have received on this subject. Many of these con- 
cerns are similar to those raised in the attachmei»t to your letter. We are asking the 
Task Force to do a carefiil and thorough job of reviewing and analyzing these com- 
ments as well as collecting additional data where this seems desirable. These en- 
deavors are estimated to take the better part of the next two months. Since your 
questions are so closely interrelated to others that we will be considering during 
this period, we have been unable to respond to your specific inquiries by May 15, as 
you requested. 

We will provide you with an additional response addressing your specific inquiries 
by early July which will be well before we are prepared to proceed with a final reg- 
ulation. 

I hope that vou will find this information helpful. 
Sincerely, 

Margaret M. Heckler, 

Secretary. 
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Department of Health & Human Services, 

Office of the Secretary, 
Washington, DC, July 3, 1985, 

Hon. Edward Roybal, 

Chairman, Select Committee on Aging, 

House of Representatives, Washington, DC. 

Dear Mr. Chairman: This is in response to your letter requesting that answers to 
certain waiver of liability and cost containment questions be provided to the Com- 
mittee prior to its July 9 hearing on the impact of cost containment on the elderly's 
access to long term care and community services. 

As noted in our June 20 letter, based on the review and analysis of an internal 
Health Care Financing Administration (HCFA) task force, responses to your specific 
inquiries about the waiver of liability regulations will be forthcoming; however, they 
will not be available prior to your July 9 hearing. 

Per conversations with the Committee staff several of the cost containment ques- 
tions also cannot be answered at this time either due to the lack of data or because 
of those clearance constraints. However, we have enclosed the answers to those 
questions for which data is readily available and we will submit the other answers 
for the record at a later date. 

If we can be of further assistance, please let me know. 
Sincerely yours, 

Lawrence J. DeNardis, 
Acting Assistant Secretary for Legislation, 

Enclosure, 

Question, Given the incentive for shorter lengths of stay under hospital DRGs 
aiid, hence, the growing demand for in-home and community long-term care alterna- 
tives, how will the Department ensure that recent cost containment measures under 
Medicare (e.g., changes to waiver of liability, freeze on provider reimbursement 
level, and increased pressure on fiscal intermediaries) and limitations on the Medic- 
aid 2176 Home and Community Based Waiver Program will not result in decreased 
provider and State narticipation? 

Answer. HCFA does not believe that the publication of the final regulations on 
home and community-based services waivers on March 13, 1985, will result in any 
decreased State participation in the home and community-based services waivers. 
Since publication of thfe regulations on March 13, HCFA has received 9 requests for 
new home and community-based service waivers and 8 requests for renewal of home 
and community-based service waivers. In addition, on May 1 HCFA sent a letter to 
all States advising them of the additional assurances and information required for 
all approved waiver programs. Since that date, HCFA has received information and 
assurances on 54 existing approved waivers In response to the March 13 regulations 
and May 1 letter. This immediate and overwhelming response clearly indicates that 
the new regulations have not caused a decline in State interest in participating in 
home and community-based service waivers. Further, the Health Financing Admin- 
istration is committed to working with States to develop apptovable home and com- 
munity-based service waivers. 

Question, What, if any, preliminanr data are available on changing nattems of 
provider and State participation in Afedicare and in the Medicaid 2176 Waiver Pro- 
gram over the past 24 months? At a minimum, please indicate the number of nurs- 
ing home and home health providers who have entered, withdrawn or changed their 
level of participation in the Medicare program during this period. Please also list 
the States that have applied for 2176 waivei^ during each of the past 2 years; the 
number of waivers that have been approved^ rejected and withdrawn; and which 
States are in jeopardy of losing their 2176 Waiver as a result of the Depfiuiment's 
new requirements for Federal Financial Participation (published in the March 13. 
1985 Federal Register). 

Answer. Over the last 24 months there has been no decline in the number of 
waiver requests received; in fact, there has been approximately a 25 percent in- 
crease in the number of waivers received. During the period July 1, 1983 through 
June 30, 1984, a total of 39 waiver requests were received — 37 for new waiver pro- 
grams and 2 for extension of existing programs. During the period July 1, 1984 
through June 26, 1985, a total of 50 requests were received~-30 for new waiver pro- 
grams and 20 for extension of existing programs. 

During the period, July 1, 1983 through June 30, 1984, 31 waivers were approved; 
2 were disapproved and 2 withdrawn. During the period July 1, 1984 through June 
26, 1985, 30 waivers were approved, 10 withdrawn, and 16 d^pproved. Following is 
a listing of all waivers received over the last 24 months: 
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2176 WAIVERS RECEIVED 



^Jte Rictwd ^toi 

July 1 1983 to June 30, 1984: 

Alafcanw (0068) Aug. 31. 1983 Approved Dk. 4, 1984. 

CotofKkj model (40112) Mar. 26, 1984 AddKkmal infonnation nquestKL 

(kjnnKticut model (40110) , Dec 28, 1983 Approved Mar. 8, 1984. 

Rofida (0074) June 12, 1984 Approved Jan. 23. 1985. 

Rofida (0075) Apr. 2. 1984 Disapproved Nov. 21, 1984. 

FIftida model (40113) July 28. 1983 Add»ional information raqutstid. 

Florida model (40114) do Da 

(Jeorgia model (40103) Aug. 31. 1983 Approved Sipt 23, 1983. 

(^gia renewal (0112) Apr. 16. 1984 Approved Nov. 1, 1984. 

IdaiK) (0076) Apr. 3. 1984 Approved Nov. 21. 1984. 

INinois model (40117) Dec 29. 1983 Disapproved Aug. 23. 1984. 

Indiana (0066) July 5, 1983 Approved Aug. ?.%, 1984. 

Iowa (0078) Jan. 23. 1984 Disapproved Jan. 11, 1985. 

Iowa (0079) do Do. 

iowa (0080) do Do. 

Iowa model (40111) do Approved IDlar. 17, 1984. 

Maryland modd (40118) Sept 13, 1983 Approved Jan. 31. 1985. 

Massachusetts (0059) Dec 12, 1983 Approved Mar. 9, 1984. 

Massachusetts (0064) July 13, 1984 Approved May 21, i384. 

Michigan modd (40119) June 11, 1984 Approved Jan. 25, 1934. 

Minnesota (0061) Jan. 19, 1984 Approved Apr. 17, 1384. 

Missouri (0065) Nov. 10. 1983 Approved May 21, 1984. 

Nebraska (0063) July 5, 1983 Approved Apr. 17, 1984. 

Nebraska (0092) do Disapproved Apr. 24, 1984. 

New Hampshire (0060) Dec 29, 1983 Approved Mar. 22, 1984. 

New Mexico (0056) July 18. 1983 Approved Dec 22, 1983. 

New Jersey model (40104) July 15. 1983 Approved Oct 4, 1983. 

North Dakota (0054) July 8, 1983 Approved Dec 7, 1983. 

Ohw (0067) Sept 1, 1983 Approved Aug. 30. 1984. 

Ohio modd (40106) Aug. 22, 1983 Approvtd Sept 21, 1983. 

Ohio model (40108) Nov. 7, 1983 Approved Dec 8, 1983. 

Ohio model (40109) Oct 24. 1983 Approved Dec 29, 1983. 

Oklahoma (0094) Dec 5, 1983 Approved Nov. 26. 1984. 

Oklahoma (0095) Dec 5, 1983 AddKkmal Infbnnitton recehwL 

Oregor renewal (0113) June 4. 1984 Approved Jan. 31, 1985. 

South Caroftna (0104) Apr. 26. 1984 Approved Dec 3, 1984. 

Tex:;s (0110) May 25, 1984 Approved Apr. 12. 1985. 

Texas model (40122) June 18, 1984 Approved Mar. 5, 1915. 

Wisconsin (0111) May 14, 1984 Additional information receivel 

July 1, 1984 to June 26, 1985: 

Alaska (0119) Jan. 15, 1985 AddMional informatkw rjquested. 

CaWomia renewal (0002.90) Mar. 27, 1985 VWtbdrawn June 20, 1985. 

California May 28, 1985 Pendng. 

Colorado renewal (0006.90) Mar. 13, 1985 Approved May 30, 1985. 

Cotorado June 3. 1985 Pendmg. 

Cokyado renewal do Do. 

Ftorida renewal (0010.90) Dec 6. 1984 Approved Mar. 6, 1985. 

Florida renewal (0010.91) Mar. 18, 1985 Approved June 14, 1985. 

Ftorida (0116) Oct IS, 1984 Approved June 5, 1985. 

Florida (0118) Dec. 26, 1984 Pendmg. 

Georgia model (40115) Aug. 6, 1984 Approved Dec 11, 1984. 

Georgia model (40116) do Approved Dec 7, 1984. 

Illinois model (40127) Jan. 7, 1985 AddRkmal informatfen requested. 

Kansas renewal (0018.90) Dec 13, 1984 Approved Mar. 14, 1985. 

Louisiana renewal (0114) Oct 9. 1984 Disapproved Jan. /, 1985. 

Louisiana renewal (0115) do Do. 

Louisiana renewal (0121) Apr. 1. 1985 AddKkmal informatnn requested. 

Louisiana model (40129) Mar. 19, 1985 Withdrawn May 16. 1985. 

Maine (0088) Aug. 27, 1984 Approved Nov. 26. 1984. 

Maine June 3, 1985 Pendrng. 

Minnesota renewal (0025.90) Apr. 24, 1985 Withdrawn June 19. 1985. 
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2176 WAIVERS RECEIVED-Continued 



state Received Action 

Minnesota model (40128) Feb. 13. 1985 Approved May 13, 1985. 

Minnesota model (40130) Mar. 25, 1985 Additional information requested. 

Missouri renewal (0026.90^ Feb, 6, 1985 Approved May 7, 1985, 

Mississippi May 23, 1985 Withdrawn June 10, 1985. 

Nevada rewal i0030.90) Mar. 29, 1985 Withdrawn May 17, 1985. 

Nevada June 3, 1985. Pending. 

New Jersey model (40123) Oct. 15, 1984 Approved May 7, 1985. 

New Mexico model (40120) Aug. 31, 1984 Approved Mar. h 1985. 

New Mexico model (40124) Oea 28, 1984 Additional information requested. 

New York model (40125) Dec. 31, 1984 Additional information requested. 

North Carolina renewal (0035.90) Apr. 2, 1985 Pending. 

Ohio model (40121) July 11, 1984 Additional information requested. 

Oregon renewal (0117) Nov. 9, 1984 Approved May 30, 1985. 

Pennsylvania (0096) Aug. 16, 1984 Pending. 

Pennsylvania (0099) Aug, 27, 1984 Additional Information requested. 

Pennsyhflnia (0100) July 5, 1984 Do. 

Rhode Island renewal (0040.90) Oct 9, 1984 Approved Jan. 7, 1985. 

Rhode Island model (40126) Jan. 7, 1985 Additional information requested. 

South Dakota renewal (0044.90) Feb. 12, 1985 Approved May 13, 1985. 

Tennessee (0105) SepL 17, 1984 Disapproved Dec. 14, 1984. 

Tennessee June 25, 1985 Pending. 

Tennessee model May 31, 1985 Do. 

Texas (0109) July 24, 1984 Disapproved Apr. 9, 1985. 

Vermont renewal (0047.90) Dec. 31, 1984 Approved Mar. 14, 1985, 

Vermont renewal (0047.91) Mar. 28, 1985 Approved June 11, 1985. 

Virginia renewal (0048.90) Feb. 19, 1985 Approved May 13, 1985. 

Virginia (0120) Feb. 11, 1985 Disapproved May 10, 1985. 

Virginia (0122) „ Apr. 9, 1985 Additional information requested. 

West Virginia renewal (0051.90) „ Mar. 13, 1985 Disapproved June 10, 1985. 



The following table shows trends in participating Skilled Nursing Facilities (SNF), 
Intermediate Care Facilities (ICF), and Home Agencies (HJIA). 
Since June 1, 1983 these activities have occulted: 



SNFs terminated: 

Medicare 141 

Medicaid 406 

New SNFs 2,277 

Changes in SNF level of care: 

SNF to ICF. Ill 

ICF to Medicaid SNF 104 

ICF to Medicare SNF 325 

HHAs terminated 371 

New HHAs 1,967 



Question. The following tables show trends in utilization of Medicare and Medic* 
^ aid participating nursing home and home health agencies by aged persons: 

MEDICARE SKILLED NUI?SING FACILITIES AND HOME HEALTH AGENCIES: AGED PERSONS SERVED AND 
UNITS OF SERVICE PER PERSON SERVED, 1978-83 



SluNed nudnt fadfities 

Homelnalth 

Coveraddays agmcin 
Personsservid perperson peraomsmid 
svvid 



Calendar year: 

1984 (estimate) „ NA NA 1,300,000 

1983 „ 257,000 34 1,230,000 

1982 244,000 34 1,100,000 

1981 243,000 34 1.000,000 

1980 „ 243,000 34 890,000 
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MEDICARE .^KILLED NURSING FACIUTIES AND HOME HEALTH AGENCIES: AGED PERSONS SERVED AND 
UNITS OF SERVICE PER PERSON SERVED, 1978-83-Continued 

suited nirsini fadiities 

Homi health 

Covend diys jrn des 
Pirsons i>erved per person persons served 
served 



1979.. 
1978.. 



247,000 
267,000 



33 
33 



810,000 
720,000 



Source: HCFA BDMS puUtshed and unpubKsiied data from the "Amual Medkare Profram Statistics" series, the Current Utilization series and 
special purposes user files. 

MEDICARE AND MEDICAID: NUMBER OF LONG-TERM FACILITIES BY TYPE, AS OF JAN; 1, 1978-85 



SluNed nursini facilities 



Intermedotf care facilitiis 



Mentally 
retarded 



Mothers 



HorneMh 
afendes 



Year: 

1985 6,183 2,422 

1984 5,760 2,493 

1983 5,510 2,570 

1982 5,295 2,555 

1981 5,155 NA 

1980 5,055 NA 

1979 4,982 NA 

1978 4,461 NA 

Source: IKFA. BDMS published and unpublished date from HCFA's provider of service file. 



2,577 
2,066 
1,445 
1,453 
NA 
NA 
NA 
NA 



11,582 
11,450 
11,304 
11,157 
NA 
NA 
NA 
NA 



5,237 
4,235 
3,627 
3,169 
3,012 
2,858 
2,715 
2,496 



MEDICAID NURSING HOME AND HOME HEALTH AGENCIES: AGED RECIPIENTS, 1978-84 



SMM nursini 
faciitics 



""^^l^"" Home health atendes 



Fiscal year: 

1984 483,000 697 128 

1983 495,000 691 NA 

1982 461,000 644 105 

1981 501,000 633 102 

1980 480,000 615 108 

1979 483,000 597 NA 

1978 518,000 575 106 

Source: HCFA, Office of the Adary, unpubished data. 

Question. The Department, in its report to Congress on Medicare's skilled nursing 
facility benefit, predicted that ''MeiUcare's hospital prospective payment system 
may increase the use of Medicare SNF services because it gives hospitals a strong 
financial incentive to discharge patients as soon as is medically appropriate." De- 
spite this increasing demand for nursing home and, by extrapolation, home health 
services, a recent survey undertaken for the Committee on Medicare providers indi- 
cates that denial rates are increasing. 

Does the Department have data suggesting otherwise? How do you reconcile in- 
creasing nimibers of long term claimants and heavier care needs with increasing 
denial rates? How do you reconcile increasing numbers of long term care claimants 
and heavier care needs with increasing denial rates? 

Answer. Current available data indicate Medicaie denial rates are only sightly in- 
creasing for and HHA services. Denial rates (measured in terms of denial notices 
expressed as a percentage of claims processed) for the first year of recorded experi- 
ence (FY 1979) through the most recent period for which data are available (first 6 
months of FY 1985) are shown for HHAs below: 
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Fiscal year; hha 

1979 1.9 

1980 2.2 

1981 2.2 

1982 1.5 

1983 1.2 

1984 1.6 

1985 » 2.0 

* 1st 6 mo only. 

No denial data are available for Medicaid SNF and HHA services. Medicare SNF 
denial data will be available at a later date. 

Although there has been a slight increase in the rate of claims denials, the Medi- 
care program has been supporting heavier care needs as evidenced by the increasing 
amounts paid out for SNF and HHA services. Data from the 1985 Aiinual Report of 
the Board Trustees of the Federal Hospital Insurance Trust Fund reflects these in- 
creases and are shown below: 

MEDICARE BENEFIT PAYMENTS 

[In millions of dollars] 

SNF HHA 

Fiscal year: 

1983 495 1.669 

1984 544 1.995 

1985 1 gOl 2,290 

1986 » 655 2,612 

' Projected. 

Question, Element 16 of Sub-Section 2901.1 (CJon tractor Performance Evaluation 
Program) of the Health Insurance Manual (13-2) sets standards for the cost-effective 
administration of a Medical Review/Utilization Review (MR/UR) program based on 
the ratio of dollars recover to contract dollars apportioned to the intermediary for 
MR/UR functions. It is mv understanding that the failing of an intermediary to 
stay above the minimum 'passing" ratio of $5.00/$1.00 is grounds for failing the 
entire 2901 section evaluation and contract termination. 

Please explain how these ratio's were derived. Are they based on historical data 
on the rate and dollar value of claim denials for home health, nursing home, hospi- 
tal and other services covered by Medicare? On what basis are adjustments to the 
ratios and the weighting of Element 16 made? 

Please also expcdain how the weighting of this element has changed over the past 
four quarters and how, accordingly, this impacts intermediary incentives for in- 
creased denials. 

Please answer these same two questions for the similar standards used in evaluat- 
ing intermediary performance of cost audit fu.nctions (Sectioon 2901.6, Elemnent 16.) 

Answers. The Cost /benefit of 5:1 for medical review by intermediaries is based on 
historical data. Both mediccd review and audit are critical elements. Failure to suc- 
ceed in these elements could lead to various contract actions including termination. 
Adjustments are made to the CPEP ratios based on an analysis of contractor data 
and current law. 

The acceptable ratio for medical review/utilization review was reduced in FY 84 
from 5:1 to 3:1 for intermediaries. For FY 85, the ratio has been raised to 5:1 based 
on a further analysis of data. In order for contractors to achieve the MR/UR and 
audit elements, HCFA is providing more guidelines to the intermediaries on the 
areas to review. 

The audit ratio of $5.00/$1.00 is based on historical data and various factors 
which constitute provider reimbursement under the TEFRA cost limits. In FY 85, 
our intermediareies are auditing provider cost reports from the perio d Octo ber 1, 
1982 until September 30, 1983. These cost reports are governed by the TEFRA cost 
limtis before the implementation of prospective pa3anent. 

The cost/benefit ratio is traditionally the highest for hospitals. These ratios have 
ranged as high as 14:1 for PPS base period audits. However, because of the target 
calculations and incentive payments to hospitals, the audit ratio for 'PEFRA cost 
limits is projected to be cut in half. When this is coupled witli .the lower ratios 
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achieved from auditing providers other than hospitals an overall figure of 5:1 is de- 
rived. 

The 5:1 ratio is constantly bein^ evaluated to determine its applicability to the 
current audit environment. As indicated in the question below on CPEP we believe 
that intermediaries do not have an incentive to increase denials to pass the audit or 
medical review standards. Li fact, if the intermediary can demonstrate that the 
ratio is unfair due to circumstances beyond its control, the ratio will be adjusted as 
exemplified by the change in the MR ratio in FY 84. 

QuestioTu It is also my understanding that data on claim reversals are not fac- 
tored into intermediary performance evaluations imder the Contractor Performance 
Evaluation Program {CPeS), 

Is it true? If so, what is to prevent an intermediary from increasing initial denial 
rates in order to meet CPEP standards, knowing that claims may be subsequently 
reversed without any effect on their performance rating? 

How are reversal rates monitored by the Department? Please indicate the number 
and percentage of denied nursing home and home health claims under Medicare for 
each of the past four quarters; we average time between claim denial and reversal; 
and the estimated administrative costs resulting from denials reversed after recon- 
sideration the estimated costs to clients and providers attributable to successful 
claims appeals. 

Answer. The Contractor Performance Evaluation Program (CPEP) does evaluate 
intermediary denial accuracy. Data on claims reversals are factored into the intei^ 
mediary peribrmance evaluation program through a series of elements which meas- 
ure the accuracy of the intermediary reconsideration determinations and the accu- 
racy of their medical review determinations. Specifically, element 3 of subsection 
2901.2, Beneficiarv Services, requires the intermediary to have complete documenta- 
tion and proper physician review for their reconsideration determinations. Elements 
8 and 9 of subsection 2901.7, I^iyinent Safeguards— Medical review, measure the ac- 
curacy of medical review detenninations, and hence denials for medical necessity 
reasons, made by the intermediary related to skilled nursing facilities and home 
health agencies respectively. The mtermediary is evaluated on medical review de- 
terminations as they relate to coverage and payment. 

Reversal rates are monitored by the Department through the Reconsideration 
Control and Management Information System (RECMIS). RECMIS is an on-line rec- 
ordkeeping operation designed for the automaticproceesin^ of Medicare Part A re- 
consideration and hearings data. Because of the CpEP requirements and an efficient 
monitoring i^stem, we do not believe intermediaries have an incentive to artificially 
increase denials. 

Questioru As a member of the House Appropriations' Committee, I asked the De- 
partment several questions earlier this year related to newly issued regulations 
under the Medicaid 2176 Home and Community-Based Waiver program. In re- 
sponse, the Department indicated that several States had expressed dissatisfaction 
with the new reporting requirements and that Department staff had been directed 
to investigate "altematives." Please specify the status of this review, what alterna- 
tives are being considered and how States cure being involved. 

Answer. First, to clarify a point, the dissatisfaction expressed by several States 
was with r^ard to the current reporting instructions which are aligned to the inter- 
im Hnal re^ilation. A draft reporting form which was revised in light of the final 
r^^ation has been completed by the workgroup established to investigate report- 
ing alternatives. The draft is designed to amibine the two present reports into one 
and to provide the baseline data necessary for us to annually verify that the legisla- 
tive requirement that the waiver program be cost-effective is satisfied. A copy of the 
draft revised report was sent for State comment to the chairperson of the State 
Medicaid Group. As previously agreed, the chairperson has shared the draft with 
other States. To date we have received a letter outlining the chairperson's general 
concerns. We await spedfic comments which are pending receipt of the other States' 
input. 

Questioru The Department's revised regulations for the Medicaid 2176 program 
have been criticized on the grounds that the formula used to determine costreffeo- 
tiveness rewards States with empty beds and penalizes those with hi^ occupancy 
rates and moratoriums on nursing home bed expansion. What is the Department s 
position on this and is this among the provisions undergoinjg reconsideration? 

Answer. While it is unquestionahly true that States differ widely in their Medic- 
aid bed capacity, we believe that the use of bed capacity analysis under the 2176 
waiver program is entirely equitable and consistent with the statute. 

The legislation makes clear that the waiver program is to be restricted to individ- 
uals who would otherwise require the care to be provided in a Medicaid skilled nurs- 
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mg or mtennediate care facility. The provision of home and communiiy-based Bery- 
ls 18 coetreffective or cost neutral only when the persons receiving services would 
otherwise require institutional services reimbursed by the Medicaid program 

Wlule access to home and community-based services is controUed, to some extent 
by the required assessment of level of care, several States have proposed waivers in 
which thousands more people are estimated to need waiver services than the State 
could possibly serve m ito long-term facilities. Further, the scrutiny of such propos- 
als often suggeste that the^M waiver was being requested to refinance pro- 
^^'^^i'^^?,*^ funded solely by the State or by other Federal programs, for 
example title XX. 

We believe we must deny waiver requests in which States project utilization in 
exce^ of what can reasonably be expected absent the waiver. To do otherwise would 
transfonn tlie waiver program from a substitutional benefit, replacing institutional 
care, mto an expansion of Medicaid to provide new coverage of he^th and social 
services. 



Our recentiy pubhshed final regulations point out the need to establish a reasona- 
ble estimate of utilization in nursing homes absent the waiver and require documen- 
tation m support of this estimate, including bed capacity data. This analysis did not 
ongmate m the new rules, it has been a part of HOTA's analysis program for over 8 
years— a penod m which over 100 waivers have been approved 

We make eveiy effort to allow a State fiiU credit for all the beds which it can 
support as available for Medicaid institutional placement, absent the waiver We 
aUow tiie State to add to its current Medicaid certified bed capacity any certified 
be^ which have been closed as a result of the waiver program in that State. 

We also permit tiie addition of any new or renovatedbods which the State can 
document would become certjfied absent the waiver. States have been able to sup- 
port clainiB of such additional bed capacity through documentation of approved cer- 
tificates of need. State appropriations for bed development, bed renova&n and con- 
version plans, ete. Further, we multiply the sum of all available beds by the latest 
bed turn-over rate which that State has reported to HCFA to recognize that more 
than one person, on average, is treated in an institutional bed each year 

This methodology rwults in what we believe is a generous estimate of the total 
persoM for whom Medicaid could be expected to incur liability in nursing homes. 
• this may appropriately be used as an outer limit on a State's estimate of 

institutional utilization absent the waiver. 

We b^eve that HCFA's appUcation of bed capacity, because it aUows for adjust 
ments beyond the number of beds a Stete actuiOly has in place, is equitable to all 
States Ix^ over-bedded and under-bedded. We have no plans to reconsider this 
r'lspect of the final Medicaid section 2176 rules. 

Omci OF THE Sbcritaby, 

Washington, DC, Septemper 17, 1985. 

Hon. Edward Roybal, 

Chairman, Select Committee on Aging, House of Representatives, 
Washington, DC i t- ^ 

Dkab Mr. Chairman: In an earlier response to your June 24 letter requesting an- 
swers to several cost containment questions related to the elderly's access to lomr 
term care and community services we indicated that we would submit further vcdor- 
mation at a later date. 

Enclosed are more complete answers to those questions that were only partiallv 
answered m our mitial letter. We have attempted to make a best effort toVovi<fe 
you with the information that is available and have noted those areas where infor- 
mation is not available. If we can be of further assistance, please let me know 
Sincerely, 

Lawrkncx J. DeNardis, 
Acting Assistant Secretary 

for Legislation. 

Enclosure. 

^Q^^ion2. Which Stetes are in jeopardy of losing their 2176 Waiver as a result of 
the Departments new requirements for Federal Financial Participation (published 
m the March 13, 1985 Federal Register)? ^ ^puuiiDuwi 

Answer. Because these new requirements are not fully implemented it will be 6-9 
m^ths m the future before we will know whether any waivers are in jeopardy 

Question 3. What steps is the Department taking to measure the collective mipact 
of these cost contamment measures under Medicare, Medicaid, Older American's 
Act programs and Social Service and Community Service Block Grants on the elder- 
ly s access to long-term care? 
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Answer. The Office of the Assistant Secretary for Planning and Evaluation is 
sponsoring two evaluability assessments designed to yield information on the effects 
of the Medicare prospective payments system on the elderly. The principal issues to 
be investigated are ones of quality of care and access. Questions to be answered in- 
clude whether the health status of persons discharged from the hospital declined or 
improved and whether appropriate post-discharge services are aviulable to meet 
their needs. Such indicators as length of stay, morbidity and mortality, changing 
family roles and quality indicators will be examined. Data sources are being identi- 
fied and consideration being given to what supplemental research initiatives will be 
required. The resulting information and designs will enable the Department to 
track services utilization over time and across populations to detect patterns of post- 
hospitalization long-term care and their changes. 

With respect to block grant information, DHHS is supporting the development of 
voluntary efforts to collect certain national data. The American Public Welfare As- 
sociation (APWA) is administering the Voluntary Cooperative Information System 
to collect data on State implementation of the Social Services Block Grant. Data on 
the Social Services Block Grant will be available later this year. In addition, the 
National Association of State Community Services Programs (NASCP) is collecting 
data on State implementation of the Conmiunity Services Block Grant Comparative 
data from the 1983 and 1984 NASCP surveys will also be available later this year. 

Quistion \. What data are currently available on changing utilization patterns of 
Medicare, Medicaid, Older American's Act, and Social Service and Community Serv- 
ice Block Grants long term care and community services? At a minimum, please 
estimate the number of elderly beneficiaries under the nursing home, home health 
and community service components of these programs for each of the years 1978- 

Aiiswer. Enclosed for your information are excerpts from the latest Medicare and 
Medicaid program data on use and costs of nursing home and home health care. 



TABLE 3.12.^USE OF SKILLED NURSING FACILITIES BY AGED MEDICARE ENROLLEES, BY AGE, SEX, 
RACE, AND CENSUS REGION, 1978 



Ase, sex, race, and census region 


Number of 
a|ed hospital 
insurance 
enrolle«s» 
(thousands) 


Persons served 




Reimbursements 




Number 
(ttxHisands) 


Per 1000 
enrolfees 


Total amount 
(millions) 


Per person 
rjrved 


Per enroHte 


Total 2 


23,984.1 


267.3 


11.1 


$292.8 


$1,095 


$12.21 


Age: 


7,956.9 


26.9 


3.4 


32.6 


1,213 


4.10 




6,302.0 


41.0 


6.5 


46.2 


1.126 


7.32 




4,536.5 


56.2 


12.4 


63.2 


1,124 


13.92 




2,997.4 


66.7 


22.2 


72.4 


1,086 


24.15 




2,191.1 


76.6 


34.9 


78.5 


1,025 


35.80 


S«X; 












9.39 


Male 


9,727.7 


88.0 


9.0 


91.4 


1.039 




.. 14,256.3 


179.3 


12.6 


201.4 


1,123 


14.13 


Racc:^ 












12.15 




21,289.1 


245.1 


U.5 


266.3 


1,087 




2,035.7 


15.5 


7.6 


19.4 


1,256 


9.55 


Regioii; 


5,730.4 


61.0 


10.6 


80.2 


1,316 


14.00 




6,360.9 


77.4 


12.2 


85.1 


1,100 


13.39 




7,529.8 


61.8 


8.2 


63.9 


1,034 


8.49 




3,881.9 


66.7 


17.2 


63.1 


947 


16.27 



» As of July 1, 1978. 

2 Includes persons of unknown age. 

3 Excludes p^sons of untan race. 

Source- Medicare Program Statistics Branch, Office of Research, Demonstrations, and Statistics, HCFA, "Medicare: Health Insurance for the Aged 
and Disabied, 1976-78. Summafy— Utilization and Reimbursement by Person." in preparation. 
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TABLE 3.14.^USERS OF AND REIMBURSEMENTS FOR HOME HEALTH AGENCY SERVICES: MEDICARE 
ENROLLEES, BY TYPE, AGE, SEX, AND RACE, 1978 



Hmim of ^ 

Type, a|e, 3CX. and race enroNies y,.^ cw i nnn • 

^^^^ (ttiouawb) wnfe (miions) ' 

P^' 27.164 769.7 28.3 ^35.3 ^566 $1600 

Type of enrollec: 

^^'r- 24»371 713.1 29.3 398.7 559 1640 

. ^sabled 2,793 56.6 20.3 36.6 646 1110 

2.793 56.6 20.3 36.6 646 13 10 

S5<o 74 14.607 266.5 18.2 150.4 564 10.30 

75 and Over 9,764 446.6 45.7 248.3 556 2540 

S?IX: ' 

Mate; 11,598 280.9 24.2 156.4 557 13.50 

^^te 15,566 488.7 31.4 278.9 571 17 90 

Race: 

White 23,866 666.7 27.9 370.7 556 15 50 

Nonwfiite 2,570 84.0 32.1 54.2 645 21 10 

Unknown 727 18.9 26.0 10.4 549 14^30 

Source: Herbcft A. Sitverman, "Utirizatiw e< Home Hwltti Services: 1971," Mwficare Proram Statistics Report HCFA (in press). 

TABLE 3.12.--USE OF SKILL NURSING FACILHES BY AGED MEDICARE ENROLLEES, BY AGE, SEX, 

RACE, AND CENSUS REGION, 1980 



^ Peraons served Reimtxmnents 

Aje, sex. race, and census regiai insurance — — 

.J*"*^, ^ \fi^ a™)unt Per person 
(ttwusaiKte) (tttousaiKb) enrtfa (miions) served Pwanniie 

25,103.7 247.8 9.9 331.0 $1,336 113.19 

Age: 

55 to 6? 8,301.7 22.1 2.7 33.1 1,494 399 

70 to 74 6.592.1 36.5 5.5 51.1 1,401 7 75 

75 to 79 4,731.0 53.1 11.2 72,0 1,366 15 22 

80 to 84 3,072.4 61.1 19.9 80.2 1,312 26 10 

85 and over 2,406.5 75.0 31.2 94.6 1.261 3931 

Sex: 

Mate 10,156.2 80.4 7.9 101.8 1.267 1002 

female 14,947.5 167.4 11.2 229.1 1,369 1533 

Race: ^ 

IftP'to- 22,244.2 227.0 10.2 298.5 1.315 13.42 

All other races 2,160.1 15.O 6.9 24.8 1,656 11 48 

Region: 

Northeast 5.915.4 53.2 9.0 80 4 1.511 13 59 

North Ontral 6,575.8 72.5 11.0 99.0 1,367 15 06 

SwJth 7.973.9 63.3 7.9 78.5 1.241 9 84 

West 4.131.9 58.0 14.0 72.0 1,242 17.43 

' As of July 1. 1980. 

« Excludes persons of unknown race. 

Source; Medicare Profram Statistics Branch. Office of Research and Demonstratioos, and Bureau of Data Management and Strateiy, HCFA. 
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TABLE 3.14.-USERS OF AND REIMBURSEMENTS FOR HOME HEALTH AGENCY SERVICES: MEDICARE 
ENROLLEES BY TYPE, AGE, SEX, AND RACE, 1980 



Type, a|e, sex, and race 



Total enrollees 
(ttKXisands) 



Users 



Reimbursemeflts 



Number 
(thousands) 



Per 1.000 
enroliees 



Total amount 
(mlHions) 



Per user 



Piif enroliee 



Total 28,478.2 957,4 33,6 662,1 $692 $23,25 

Typrofeflr.^)ee: ^^^^^^^ ^^^^ ^^^^ 23.86 

^s^IIIZ 2,963,2 67,0 22,6 53.4 797 18,02 

^Under 65 2.963,2 67,0 22,6 53,4 797 18,02 

65 to 74 15,214,8 323,4 21,3 221,7 686 14,57 

75 and over 10,300,3 567,0 55,0 387,0 683 37,57 

Sex: 

Mau 12,138,6 346,3 28,5 235,9 681 19,43 

fm^~———Z 16.339,7 611,1 37,4 426,2 697 26,08 
Rac6' 

While 24,955,9 826,9 33,1 561,1 679 22,48 

/Ulothii'r^": 2,743,7 106,9 39,0 84,7 792 30,87 

Unknow n 778,7 23,6 30,3 16,3 691 20,93 

Source: hMicares Profram Statistics Branch, Home Health Ajency Person File, 1980, unpublished, 

TABLE 3 12^USED OF SKILLED NURSING FACILITIES BY AGED MEDICARE ENROLLEES, BY AGE, SEX, 
RACE, AND CENSUS REGION, 1982 



hit, sex, race, and census region 



hospital Insurance enrollMS (t housands) 
Persons served 



Reimbursements 



Number 
(thousands) 



Per 1,000 
enrollees 



Total amount 
(miirtons) 



Per person 
served 



Total 26,114,8 

Age: 

65 to 66 

67 to 68 

69 to 70 

71 to 72 

73 to 74 

75 to 79 

80 to 84 

85 and ovw 

Sex: 

Male 

Female 

Race ^ 

White 23,104.5 

All other races 2,264.9 

Region: 

Northeast 

North Central 

South 

South 



243.9 



3,515.5 ., 
3,405.1 . 

3.117.7 . 

2.807.8 . 
2,540.4 . 
4,940.5 
3,175.7 
2.612.1 

16,522.6 
15,887.4 



6,086.6 
6,790.0 
8,348.0 
4,366.5 



50.6 
59.5 
76.7 

76.3 
167.6 

224.2 
13.3 

53.4 
75.1 
59.0 
55.9 



9.3 

7.2 
8.3 
11.2 
13.1 
17.2 
10.2 
18.7 
29.4 

7.2 
10.8 

9.7 
5.9 



11.1 
7.1 
12.8 



388.0 

11.8 

13.5 

19.5 .. 

23.1 
284.5 

84.5 

91.5 
115.6 

117.9 
270.1 

353.7 
24.0 

95.3 
120.2 
89.3 
82.3 



$1,591 



Per DiroKet 



$14.86 



1,670 


17.11 


1,539 


28.83 


1,506 


44.25 


1,546 


11.19 


1.612 


17.34 


1,578 


15.31 


1.804 


10.61 


1.784 


15.66 


1.601 


17.70 


1,515 


10,70 


1,473 


18.85 



1 Exdudes persons of unknown race. 

Source: Medicare Program Statistics Branch. Office of Research and Demonstrations, and Bureau of Data Management and Strategy. HCfA. 
(Unpubfished data). 
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TABLE 3.14-USERS OF AND REIMBURSEMENTS FOR HOME HEALTH AGENCY SERVICES: MEDICARE 
ENROLLEES BY TYPE, AGE, SEX AND RACE, 1982 



Type, a|e sex, Md race 


Tot)! cnroteGS 
(thousands) 


Users 






Wmbursements 




Number 

(thousands) 


PerLOOO 
enroiees 


Total aiTxxint 
(millions) 


?v user 


Per«i3 9llit 


Total 


29,494.2 


1,172.0 


39.7 


$1,099.9 


$943 


$37.50 


Type of enroilee: 








Aged 


26,540.0 


1,091.8 


41.1 


1,011.0 


926 


38.09 


Disabled 


2,954.2 


80.1 


27.1 


88.9 


1,100 


30.09 


Age; 










Under 65 




90.1 


27.1 


88.9 


1 100 


^nflQ 
o\).\n 


65 to 74 


15,673.7 


390.2 


24.9 


365^9 


938 


23.34 


75 and over 


10,566.2 


698.6 


64.3 


645.1 


923 


59.37 


Sex: 












Male 


12,517.8 


418.3 


33.4 


389.1 


930 


31.08 


Female 


16,976.4 


753.6 


44.4 


710.8 


943 


41.87 


Race: 










White 


25,796.1 


1,007.1 


39.0 


922.4 


922 


35.76 


All other races 


2,869.2 


134.0 


46.7 


149.2 


1,113 


52.00 


Unknown 


828.9 


30.9 


37.3 


28.3 


916 


34.14 



Source: M«icare Profram Statistics Branch, Home Health A(incy Person RIe, unpubfehvL 
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TABLE 6.-MEDICAID VENDOR PAYMENTS, BY TYPE OF MEDICAL SERVICE-FISCAL YEARS 1972-1983 



[Amount in millions] 



Rscal years 


Total 


• 

Inpausnt 
services 
in general 
t>»pHal 


Inpatient 
services 
In mental 
hospital 


nursing 
faciR^ 
services 


ICF services 


Ptiysician 
services 


Dental 
services 


Other 
pfactitioner 
services 


Outpatient 
h(^pital 
services 


ainic 
services 


Lab & 
radioiogi- 

services 


Home 
health 
services 


Prescribed 
drugs 


Family 
planning 
services 


Other care 


Ending June: 
















170 


59 


365 


Al 




24 


512 






1972 


6.300 


2,557 


113 


1,471 






794 


81 




112 


1973 


8,639 


2,660 


349 


1,959 


165 


895 


926 


206 


81 


268 


237 


105 


25 


609 




154 


1974 


9,983 


2,807 


406 


2.002 


203 


1,301 


1,083 


265 


101 


322 


284 


96 


31 


713 




208 


1975 


12,242 


3.374 


405 


2,434 


380 


1,885 


1,225 


339 


127 


373 


389 


126 


70 


815 


67 


233 


1976 


14,091 


3,904 


529 


2,476 


635 


2.209 


1,369 


373 


147 


555 


341 


147 


134 


940 


86 


247 


Ending September: 
















427 












1,018 






1977 


16,239 


4.562 


506 


2,691 


917 


2,637 


1.505 


157 


877 


171 


177 


180 


117 


218 


1978 


17,992 


4,992 


665 


3.125 


1,192 


3,104 


1,554 


392 


144 


835 


197 


180 


210 


1,082 


115 


205 


1979 


20,472 


5,655 


778 


3,379 


1.488 


3,773 


1,625 


430 


163 


847 


275 


186 


263 


1.196 


109 


293 


1980 


23,311 


6,412 


775 


3.685 


1,989 


4,202 


1.875 


462 


198 


1.101 


320 


121 


332 


1,318 


81 


440 


1981 


27,204 


7,194 


877 


4.035 


2,996 


4,507 


2,101 


543 


228 


1,409 


373 


147 


428 


1,535 


139 


691 


1982 


29,399 


7,670 


974 


4.427 


3,467 


4,979 


2,086 


492 


226 


1.438 


400 


160 


4S6 


1,599 


133 


853 


1983 1 


32,351 


8,802 


933 


4.621 


4.079 


5,381 


2,175 


467 


226 


1.555 


479 


184 


597 


1,771 


156 


936 



PERCENT CHANGE 



1973 


37.1 


4.0 


208.9 


33.2 






16.6 


21.2 


37.3 


-26.6 


478.1 


29.6 


4.2 


19.0 




37.5 


1974 


15.6 


8.5 


16.3 


2.2 


23.0 


54.3 


17.0 


20.6 


24.7 


20.2 


19.8 


-8.6 


24.0 


17.1 ... 




35.1 


1975 


22.6 


16.9 


-.2 


21.6 


87.2 


36.5 


13.1 


27.9 


25.7 


15.8 


37.0 


31.2 


125.8 


14.3 




12.0 


1976 


15.1 


15.7 


30.6 


1.7 


67.1 


17.2 


11.8 


10.0 


15.7 


48.8 


-12.3 


16.7 


91.4 


15.3 


28.4 


6.0 


Ending Septemt)er: 
























20.4 






36.0 


-11.7 


1977 


15.2 


16.9 


10.8 


8.7 


44.4 


19.4 


9.9 


14.5 


6.8 


58.0 


-49.9 


34.3 


8.3 


1978 


10.8 


9.4 


13.5 


16.1 


30.0 


17.7 


3.3 


-8.2 


-8.3 


-4.8 


15.2 


1.7 


16.7 


6.3 


-1.7 


-6.0 


1979 


13.8 


13.3 


17.0 


8.1 


24.8 


21.6 


5.2 


9.7 


13.2 


1.4 


39.6 


3.3 


25.2 


10.5 


-5.2 


42.9 


1980 


13.9 


13.4 


-.4 


9.1 


33.7 


11.4 


14.7 


7.4 


21.5 


30.0 


16.4 


-34.9 


26.2 


10.2 


-25.7 


50.2 


1981 


16.7 


12.2 


13.2 


9.5 


50.6 


7.3 


12.1 


17.5 


15.2 


28.0 


16.6 


21.5 


28.9 


16.5 


71.6 


57.0 


1982 


8.1 


6.6 


11.1 


9.7 


15.7 


10.5 


-.7 


-9.4 


-.9 


2.1 


7.2 


8.8 


15.9 


4.2 


-4.3 


23.4 


1983 


10.0 


14.8 


-4.2 


4.4 


17.7 


8.1 


4.3 


-5.1 


0 


8.1 


19.8 


15.0 


20.4 


10.8 


17.3 


9.7 



1 1983 data are preliminary figures. 
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TABLE 7.-MEDICAID VENDOR PAYMENTS, BY RECIPIENTS ELIGIBILITY CATEGORY, FISCAL YEARS 

1972-83 

[Ifl (niions] 



Adults In 

TCI W "ffi' ':jS? m>« m 

"""^ iSsim wider 21 depmdnit '™ 



Ending June: 

nil 6,300 1,925 45 1,354 1,139 962 875 

J^;2 8,639 3,235 65 2,015 1,426 1,446 452 

llli 9»983 3,691 80 2,388 1,694 1,704 425 

12,242 4,358 93 3,052 2,186 2,062 492 

Ending September: , 

nil 16,239 5,499 116 4,767 2,610 2,606 641 

17,992 6,308 116 5,505 2,748 2,673 643 

nil 20,472 7,046 108 6,774 2,884 3,021 638 

"5? 23,311 8,739 124 7,497 3,123 3,231 596 

nil 27,204 9,926 154 9,301 3,508 3,763 552 

nil: 29,399 10,739 172 10,233 3,473 4,093 669 

1983^ 32,351 11,9 54 183 11,183 3,822 4,483 

PERCENT CHANGE 

Ending June: 

ni] 37.1 68.1 44.4 48.8 25.2 

nit 15.6 14.1 23.1 18.5 18.8 

ni^, 22.6 18.1 16.2 27.8 29.0 

1976,, 15.1 12J 3,2 25.3 11.2 

Ending September: 

nil 15 2 12.0 20.8 24.7 7.4 13.9 

nil 10-8 14.7 0 15.5 5.3 2.6 

979 13,8 11.7 -6.9 23.1 

1980 13,9 24.0 14.8 10.7 

nil 16.7 13.6 24.2 24.1 12.3 16.5 

1982 8.1 8.^ 11.7 10.0 -1,0 



725 



50.3 -48.3 

18.8 17.8 -6.0 

21.0 15.8 

11.0 10.2 

18.3 
.3 

4.9 13.0 -.8 
8,3 7.0 -6.6 
7.4 



1983 10,0 11,3 6.4 9.3 lo!o 



8.8 24,8 
9,5 5,2 



^ 1983 data are preliminafy figures. 



TABLE 8.-UNDUPLICATED RECIPIENTS UNDER MEDICAID BY ELIGIBIUTY CATEGORY, FISCAL YEARS 

1972-83 

[Recipients in thousands] 



Adutbin 

F<^yu^ Total. BM^ W W W 0»mm 



disability iinder21 dmndent » 
cnHdrm 



Ending June: 

1972 17,606 3,318 108 1,625 7,841 3,137 1,576 

1972 19,622 3,496 101 1,804 8,659 4,066 1,495 

974 21,462 3,732 135 2,222 9,478 4,392 1,502 

1975 22,007 3,615 109 2,355 9,598 4,529 1,800 

, ^. 1976. 22,815 3,612 97 2,572 9,924 4,774 1,836 

Ending September: 

1977 22,831 3,636 92 2,710 9,651 4,785 1,959 

978 21,965 3,376 82 2,63l 9,376 4,643 1,852 

1979 21,520 3,364 79 2,674 9,106 4,570 1 727 

1980 21,605 3,440 92 2,S1D 9,333 4,877 1 499 

1981 21,980 3,367 86 2,993 9,581 5,187 U64 

982 21,603 3,240 84 2,806 9,563 5,356 1,434 

138*> ' 21,494 3,247 76 2,9 56 9,418 5,467 U2S 

Er|c 23 
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TABLE g.^UNDUPLICATED RECIPIENTS UNDER MEDICAID BY ELIGIBILITY CATEGORY, FISCAL YEARS 

1972-83—Continued 

[Recipiwts in tboosarKls] 



Fiscal ywrs 



PERCENT CHANGE 

Ending June: 

1973 

1974 

1975 

1976 

Ending September: 

1977 

1978 

1979 

1980 * 

1981 

1982 

1983 ^ 



Total ' 



A^6S 
aix) over 



Blindness 




11.5 


5.4 


-6.5 


U.b 


10.4 


29.6 


-5.1 


9.4 


6.8 


33.7 


23.2 


9.5 


8.0 


.5 


2.3 


-3.1 


-19.3 


6.0 


1.3 


3.1 


19.8 


3.7 


-.1 


-11.0 


9.2 


3.4 


5.4 


2.0 


.1 


.7 


-5.2 


5.4 


-2.8 


.2 


6.7 


-3.8 


-7.2 


-10.9 


-2.7 


-2.8 


-3.0 


-5.5 


-2.0 


-.1 


-3.7 


1.4 


-2.8 


-1.6 


-6.7 


.4 


2.0 


16.5 


5.2 


2.2 


6.4 


-13.2 


1.7 


-2.1 


-6.5 


6.2 


2.7 


6.4 


-9.0 


-1.7 


-3.8 


-2.3 


-6.1 


-.2 


3.3 


5.1 


-.5 


.2 


-9.5 


5.3 


-1.5 


2.0 


-7.6 



! in totaJ redpwits bef inning in 1978 is pcimarily due to the ^Jinins enrollment in t^ 
In f«al war 1980 recipwits categories do not add to unduplicated total due to ttie small number of rec'pwits that 
If riiirint ttw war. 



iThi dedine 

» B^iinninj In r«cal veai 
than 1 catejofy durinf ttie year. 
3 1983 data are preiiminafy figures. 
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TABLE 9.-NUMBER OF UNDUPLICATED RECIPIENTS UNDER MEDICAID BY TYPE OF MEDICAL SERVICES OUTLINED, FISCAL YEARS 1972-83 

niKipMnts in thousands] 



Fiscal years 



Inpitient Inpitimt Skiilid 

T.4.| sirvicts services nursmi 

in lemnl in mental facility 

ti^tal hospital senricts 



ICf services 



Mothers 



retartfid 



Physician Dent*} pr&- ^SS^ 
services services er 22?™' 



Laboratory 
Ctinic and radio- 
services lofical 
services 



Home P^^ Family 
health scribed plannini Other care 
servicis drup services 



Ending June: 

1972 17,606 

1973 19,622 

1974 21,462 

1975 22,007 

1976 22,815 

Ending September: 

1977 22.832 

1978 21,964 

1979 21,520 

1980 21,605 

1981 21,980 

1982 21,603 

1983 » 21,494 

PERCENT CHANGE 
Ending June: 

1973 11.5 

1974 9.4 

1975 2.3 

1976 3.7 

Ending September: 

1977 1 

1978 -3.8 

1979 -2 0 

1980 4 

1981 1.7 

1982 -1.7 

1983 -.5 

M983 data are preitminaty figurel 

ERIC 



2,832 
3,256 
3,291 
3,432 
3,551 

3,768 
3,782 
3,608 
3,680 
3,703 
3,530 
3,688 



40 

77 
72 
67 
83 



76 
74 

66 
90 
72 



552 . 

678 

661 

630 

637 

641 

639 
610 
609 
623 
559 
574 



15.0 
1.1 
4.3 
3.5 

6.1 
.4 

-4.6 
2.1 
.6 

-4.7 
3.9 



92.5 
-6.5 
-6.9 

22.4 

1.2 
-9.5 
-2.6 
-10.8 
36.4 
-20.0 
11.1 



22.8 . 
-2.5 
-5.0 
1.1 

0.6 
-0.3 
-4.5 
.2 
2.3 
-10.3 
2.7 



29 
39 
69 
89 

107 
104 
114 
121 
151 
149 
151 



34.4 
74.4 

29.0 

20.2 
-2.8 
9.6 
6.1 
24.8 
-1.3 
1.3 



433 
588 

682 
724 



766 
789 
762 
765 
793 



35.8 
15.8 
6.2 

4.1 
-1.9 

3.5 

3.0 
-3.4 
.4 

3.7 



12,282 
13,278 
14,970 
15,198 
15,624 



754 16,074 
740 15,668 



15,168 
13,765 
14,403 
13,894 
14,056 



2,397 
2,916 
3,489 
3,944 
4,405 

4,656 
4,485 
4,401 
4,652 
5,173 
4,868 
4,940 



1,600 
1,903 
2,251 
2,673 
2,846 

2,963 
3,082 
3,011 
3,234 
3,582 
3,223 
3,306 



5,215 501 3,523 105 11,139 2 531 

5,295 1,790 3,959 110 12,116 2,974 

5,698 1,8C0 4,121 144 14,240 3 841 

7,437 1.086 4,738 343 14,155 1,217 2*911 

8,482 1,283 5,239 319 14,883 1,278 2,942 

8,619 1,664 5,494 371 15,370 1,338 3.279 

8,628 1,400 5,684 376 15,188 1,296 2 922 

7,710 1,497 5,332 359 14,283 1,206 2,682 

9,705 1,531 3,212 392 13,707 1,129 2,517 

10,018 1,755 3,822 402 14,256 1,473 2 344 t<> 

9,853 1,702 3,814 377 13,547 1,506 2,428 ^ 

10,009 1,760 4,462 422 13,732 1,538 2 612 



8.1 
12.7 
1.4 
2.9 

2.9 
-2.5 
-3.2 
-9.3 

4.6 
-3.5 

1.2 



21.7 
19.7 
13.0 
11.7 

5.7 
-3.7 
-1.9 

5.7 
11.2 
-5.9 

1.5 



18.9 
18.3 
18.7 
6.5 

4.1 

4.0 



1.5 
7.6 
30.4 
14.1 

1.6 
.1 



-2.3 -10.6 
7.5 25.9 



10.8 
-10.0 
2.6 



3.2 
-1.6 
1.6 



257.3 
5.6 
-42.6 
18.1 

29.7 
-15.9 
6.9 
2.3 
14.6 
-3.0 
3.4 



12.4 
4.1 

15.0 
10.6 

4.9 
3.5 
-6.2 
-39.8 
19.0 
-.2 
17.0 



4.8 

30.9 
138.2 
-7.0 

16.3 
1.3 

-4.5 
9.2 
2.6 

-6.0 
11.9 



8.8 17.5 

17.5 29.2 

-.7 -24.3 

5.1 5.0 1.1 



3.3 
-1.2 
-6.0 
-3.9 

4.0 
-5.0 

1.4 



4.7 

-3.1 
-6.9 
-6.4 
30.5 
2.2 
2.1 



11.5 
-10.9 
-8.2 
-6.1 
.-6.9 
3.6 
7.6 
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Question 4. What data are currently available on changing utilization patterns of 
Medicare, Medicaid, Older Americans Act, and Social Service and Community Serv- 
ice Block Grants long term care and community services? At a minimum, please 
estimate the number of elderly beneficiaries under the nursing home, home health 
and community service components of these programs for each of the years 1979- 
1985. 

Answer. 

Older Americans Act— Attached are tables showing for Fiscal Years 1979-1984 the 
recipients for community services, including home health, under title III of the Act. 

TTiis data is not available for Fiscal Year 1978. Since Fiscal Year 1985 is not yet 
over, data collection for this year is not yet complete. 

Social Services Block Grani.— Attached are tables giving partial information for 
block grant services. 

For Fiscal Years 1978, 1979, and 1980, before title XX was amended to become the 
block grant, the attached tables give general figures on numbers of recipients and 
expenditures for the laiigest service categories, including homemaker and health re- 
lated services. 

For Fiscal Year 1981, during the transition from formula grant to the new block 
grant, we do not have comparable tables. 

For Fiscal Years 1982-1984, we have attached a table showing the number of 
States planning to provide certain categories of services under the Social Services 
Block Grant, as shown in their yearly pre-expenditure plans. Under the Block 
Grant, States are not required to provide data on specific numbers of recipients or 
expenditures in these plans. 

OLDER AMERICANS ACT (FISCAL YEAR 1979) ESTIMATED PARTICIPATION IN SOCIAL SERVICES UNDER 

TITLE III PROGRAM 



Total served 



Mimrity Low inconw 



Number Percent Nufuber Percent 



Transportation 2,218,822 444,595 20 1,154,233 52 

Total honw services 677,584 155,440 23 404,111 60 

Homemaker ^ 153,287 30,181 20 97,048 63 

Home health M06,300 27,207 26 65,354 61 

Other * 291,360 81,224 28 186,154 64 

Legal 300,097 62,776 21 162,280 54 

Rcsideniiai repair and renovaiiofl 70,141 18,510 26 41,710 59 

Infofmation and referral 2,596,687 496,714 19 1,268,235 49 

Escort 242,885 64,969 27 142,078 58 

Outreachri.'r.r," 1,575,573 297,287 19 785,581 50 

Allothef 3,207,358 551,916 17 1,638,103 51 

^ New Yofk did not provide this Ixeatout 

Note.— Weighted average of minorrty participants, 20 percent. Weighted average of iw^ncome participants, 52 percent. 

OLDER AMERICANS ACT (FISCAL YEAR 1980) SOCIAL SERVICES UNDER APPROVED AREA PLANS 

7~r^ T»^^>f^^ Minority served Low income sen/ed 

ServKes provided ' ~ ' ^. ^ ^ . 

Number Per cent Numtw Facent 

a Transportation 2,258,953 648,514 29 1,321,722 59 

b Home services 700,023 129,296 18 455,670 65 

Homemaker...; 164,972 31,771 19 119,436 72 

Honw health 116,917 24,392 21 78,981 68 

Other 391,372 68,573 18 233,831 60 

c. Legal and related counseling 416,888 82,944 20 234,082 56 

d. Residential repair and renovation 107,761 20,933 19 69,771 65 

e. Information and referral 5,027,774 698.020 14 2,128,207 42 

f Escort 281,873 87,177 31 190,304 68 

g Outreach 1,743,409 332,463 19 937.711 54 

Mil other IZIIIZ 5,033,240 985,313 20 2,317,141 46 

Note.— Weighted average of minority partidpants, 19 percent. Weighted average of tow-income participants, 49 percent. 
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OLDER AMERICANS ACT-SOCIAL SERVICES PARTICIPATION 



Heattli.. 



i. Estimated persons served: 
Service provided access: 

Transportation 

Outreach 

Information and referral.. 

Other 

In -home; 

Homcmaker 



Services in care providing facilities..., 
ii. Estimated unduplicatfd persons served: 



Numbir Pmwt 



FISCAL YEAR 1981 

t. Estimated Persons served: 
Service provided access: 

JS"^ ^'072,998. 

^ 2 290 093 

Information and referral 4'683'539 ' 

- " '4oi;92r 

Hwnemaker nc. 

Home hMltft aid f J^'^jJ • 

Visiting/tilephone reassurance iil^L ' 

Chore maintenance !."."Z!...."!."."" 167 483 ' 

Community services: " ^^^'^^ " 

454,800 ., 

?1QQfl7 

Residential repair/renovation . gg'^g ' 



820,745 . 

^ 3,388,913 , 

203,136 . 



Services in care providlns facirities 

II. Estimated unduplicated persons serve* 

A. Total persons served • ^. , 

(1) Greatest social needy ^"j'J*' 

(2) Greatest economic ne«ly :'c,H;5 

B. Total minority s«ved ^ ' 'J 

(1) American Indttn/Alaskan Natwe 'qq':,? ^^'J 

(2) Asian/Pacific Islander. 3m o n 

(3) Black, not Hispanic i i„'i„ X 



1 SS^ni ^ W762 12.0 

^^^^'^^^ ■ 350,390 4.0 

82.0 



(5) White, not Hispanic 7 j^fj'jjg 

FISCAL YEAR 1982 



Chore maintenance 

Other ZZZ~ZZ. 

Community services: 

Legal 

Escort ZZZ 

Residential repair/renovation "Zl 



(1) Greatest social needy 

(2) Greatest economic neeidy 

B. Total minority served 

(1) American Indian/Aiaskan Native.. 

(2) Asian/Picrfic Isiander 

(3) Black, not HispanK 

(4) Hispanic 

(5) White, not Hispanic 

(6) Other 



6,834,299 




2,464,325 




5,373,406 




946,581 




563,029 




166,909 . 




1,007,035 




203,454 . 




275,260 . 




506,977 . 




380,454 . 




77,970 . 




816,793 . 




7,135,296 




485,346 . 




9,160,079 . 




4,076,123 


44.0 


4,727,926 


52.0 


1,653,980 


18.0 


46,266 


.5 


178,264 


2.0 


1,049,617 


11.0 


363.007 


4.0 


7,506,099 


82.0 
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OLDER AMERICANS ACT-SUPPORTIVE SERVICES PARTICIPATION 



Pcnon 9tnt6 



FISCAL YEAR 1983 

i. Estimated persons served: 
Access: 

Transportation - 7,610,765 

Outreach 2,172,533 

Information and referral 5»195,66i 

Other i W83 

In-home: 

Homemalw 1.057,087 

Home health ak) 1^.285 

Visting/tdephone reassurance 1,069,319 

Chore maintenaoce 221,104 

Other 329,031 

Community services: 

Legal „ 474,368 

Escort 308,895 

Residential repair/renovation 65,999 

Health 

Other 9.519,752 

Services in case providing fadlities <*7,692 

II. Estimated undupHcated persons served: 

A. Total persons served 9.172,609 1 00 

(1) Greatest social need « 4,279,343 47 

(2) Greatest economic need 4.704,978 51 

B. Total minority served 1,625,390 13 

C. Racial/ethic composition: 

(1) American Indian/Alaskan Native — (*) 

(2) Asian/Pacific Islander 15M70 2 

(3) Black, not Hlspank: 1M810 12 

(4) HispanK « 353,479 4 

(5) White, not Hispank: 7,54/,219 82 

FISCAL YEAR 1984 

I. Estimated persons served: 
Access: 

Transportatkm 8,164,340 

Outreach 2,189.228 

Informatwn and referral 5,541,794 

Other 1.749.826 

In-home: 

Homemaker - 653,594 

Home health akJ 178.002 

Visting/tetephone reassurance - 969,696 

Chore maintenance 255.691 

Other 338,236 

Community services: 

Legal ~ 490,405 

Escort 358,095 

ReskJcntial repair/renovation 86,579 

Health 977,000 

Other 9,981,245 

Servrces in care provkling facilities 398,120 
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OLDER AMERICANS ACT-SUPPORTIVE SERVICES PARTiCIPATION-Continued 



Numbir pircint 



II. Estimated unAjplicated persons served: 

A. Total persons served 9,126,122 100 

(1) GrHrtest social need 4,503,912 49 

(2) Gmtest economic need 4,262,782 47 

B. Total minority served 1,597,589 18 

C. Radal/ethic oomposition: 

(1) American Indnn/Alasfcan Native 58 34s 1 

(2) Asian/Pacific Islander 133 053 1 

(3) Black, not Hispanic 1,034,958 11 

(0 Hispanic ^. 371^230 4 

(5) White, not Hispanic 7,528,533 82 



Grants to States fo» Skrvic«8, Titli XX of the Social Sicintrry Act, Fiscal 

Yea»1978 

The 10 services provided to the largest number of primary recipients during 1978 
are noted below: 

10 9ervices to ktrgett number of primary recipienU 

Service: ^Auemge 

Counseling services 549,200 

Day care for children "... « 4d5|700 

Family planning services 415,600 

Protective services for children 394,100 

Health-related services 359,400 

Case management 226,700 

Homemaker services 224,100 

Transportation services . 189,500 

Education and training services 188,700 

Chore services 158,400 

1 Average number of primal^ redpienta each quarter. 

The 11 services for which erpenditures were largest during FY 1978 are listed 
below. These services amount to 79 percent of all expenditures under title XX. Child 
day care was the source of the laigeet expenditures. For all other services, expendi- 
tures range from $3.7 trillion for transitional services, to $86 million for placement 
services, as shown in Appendix L. 

11 largeMt Bervice$, by cott 
Service: ExpendUurm 

Day care for children $731,347,000 

Homemaker services 323,408,000 

Protective services for children 266,349,000 

Counseling services 241,710,000 

Education and training services 209,467,000 

Foster care for children 196,858,000 

Chore services 155,588,000 

Residential care and treatment 142,112,000 

Health-related services 110,540,000 

Employment-related services 97,990,000 

Protective services for adults 95,820,000 
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Title XX or the Social Secuhity Act— Grants to States for Services, Fiscal 

Years 1979 and 1980 

TABLE 2.-ANNUAL COST OF THE TITLE XX SOCIAL SERVICES WITH THE HIGHEST EXPENDITURES, 

RSCAL YEARS 1979-80 



Focal yiar— 



Types of Servias: 



Counsefmg services ^ 

Foster care for dwidrefl » 

Education and training services ^ 

Chore services » 

Residential care and treatment... 
Protective services for adults 
Placement services » 



1979 


19S0 


ordecruM 


$738,562,532 


$743,391,111 


+ 1 


391,596,375 


410,928,036 


+ 5 


351,774,534 


383,116,468 


+9 


251,879,569 


239,913,425 


-5 


196,429,236 


219,896,386 


+12 


179,928,191 


196,074,86^ 


+9 


173,864,703 


195,616,686 


+13 


169,561,606 


181,151,782 


+7 


108,905,541 


104,154,875 


-4 


98,827,477 


126,649,440 


+28 



U of 12 Mvicas pnwidid to the tarrst number of prinwy recipients. See table 3. 

Table 3 below ranks the 12 services provided to the greatest number of primary 
recipients during i^scal year 1979 and 1980. 

TABLE 3.-12 SERVICES PROVIDED TO THE LARGEST NUMBER OF PRIMARY RECIPIENTS 



^^i^- Percent 
1979 1910 



Services: 

Counseling services * 

Family planning services 

Protective services for children ^ 

Daycare for children 

HeattlHelated services 

Case management 

Homemaker services » 

Transportation services 

Education and training services > 
Protective services for adults ^ 

Fostef care for children * 

Chore services * 



543,000 


577,900 


+6 


506,300 


563,200 


+11 


448,400 


483,200 


+ 8 


422,300 


437.000 


+3 


396,800 


283,900 


-28 


260,200 


293,100 


+ 13 


248,600 


275,500 


+ 11 


181,700 


168,800 


-7 


163,200 


145,600 


-11 


151,300 


147.600 


-2 


144,600 


135,700 


-6 


134,500 


129,500 


-4 



M of 10 sefvices with the hifhest expendHures. Set table 2. 

Title XX of the Social SacuRrrY Act--Social Services Block Grant, Fiscal 

Years 1982-85 

TABLE 4.--C0MPARISdN OF THE NUMBER OF STATES OFFERING SELECTED SERVICES FOR 

FY 1982-85 



Fiscal year- 



1982 1983 1984 1985 



Services: 

Adoption 

Counseling 

Day care: 

Adults 

Children. 

Di$at)led services 



43 


36 


38 


37 


48 


30 


28 


32 


41 


37 


29 


26 


54 


50 


50 


52 


24 


36 


36 


39 
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TABLE 4.--C0MPARIS0N OF THE NUMBER OF STATES OFFERING SELECTED SERVICES FOR FY 

1982-85-^ntinued 



Fiscal yeir^ 



1982 1983 1984 IMS 

Service— Mmjed 

Efnptoyment, education, and training _ 40 28 31 31 

Family plannini 1" 47 35 31 33 

Foster care: 

JJS: 18 25 20 16 

. : 36 34 34 33 

Hearai related services 37 26 23 27 

Home based services 1 54 51 51 55 

Home dejivered/cortfregate meals 28 23 24 24 

Housing services ZZZZZZl 22 14 12 13 

Infofmation and refemi 52 35 34 37 

if8»'s«wes :Z"ZZ 20 17 16 18 

Placement services 27 18 13 19 

Prevention and intervention services » n 28 26 

Protective and emergency: 

48 44 45 42 

. wNldren 52 52 47 45 

Residential care/treatment 23 19 26 24 

Special services for children and yootti Z!ZZZ.. 19 24 22 

Social support services » ZZZZZZ." 27 30 30 

Substance abuse services I4" 7 14 145 

Transportation services « ^ !ZZZ1ZI."ZZ". 36 25 25 29 

Services for unmarried (urents Z!Z!II!!Z1II!ZZ."I! 15 5 27 35 

^* 5 27 35 

I ^Saa^J;^^^ H«n«M|ir, dm, Hom hottli, oompiniMaNp, hom mUntifm. 
sii^ivSSr^lS^^ ■"•^"^ ^ ^ intirvwlloii, home mMni and 

reenuy sirvicn to ex-orfmdn, worfc raiiiM, gm^ hom care, trndrwit and mtvIob ti Nbpmia --r- 
Note.-N=5S Indudt 50 States, the District of CoMia, and thi 4 ritftHi arm / 

Question 5. Despite the increasing demand for nursing home and, by extrapola- 
tion, home health services, a recent survey undertaken for the Committee of Medi- 
care providers mdicates that denial rates are increasing. 

Does the Department have data suggesting otherwise? How do you reconcile in- 
creasing numbers of long term care claimants and heavier care needs ^th increas- 
ing denial rates? 

Please also provide estimates of denial and reversal rates for Medicare and Medic- 
aid claims for long term care services between 1978 and 1986. 

Answer. No. Current available data indicate Medicare denial rates are increasing 
for both SNF and HHA services. Denial rates (measured in terms of denial notices 
expr^ed as a percentage of claims processed) for the first year of recorded experi- 
ence (Fiscal Year 1979) through the most recent period for which data are available 
(first 6 months of Fiscal Year 1986) are shown below. 



SNF HHA 



30.3 1.9 

33.9 2.2 

35.5 2.2 

33.5 1.5 

30.6 12 
31.9 1.6 
33.1 2.0 



Fiscal year: 
1979... 
1980..., 
1981..., 
1982..., 
1983.... 
1984.... 
1985 ^ 



Mst 6 mo. only. 
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A factor contributing to the relatively high SNF denial rates shown above is that 
there are a number of States that require SNFs to submit X)utinely their claims to 
Medicare first before the claims can be considered for payment under the Medicaid 
program. For example, one such State is New York where the denial rate for Medi- 
care SNF claims was about 57 percent in Fiscal Year 1984. New York's Medicare 
SNF denials accounted for about 22 percent of the national total and therefore had 
a signiHcant impact on the national statistics in this area. 

No denial data are available for Medicaid SNF and HHA services. 

SNF AND HHA RECONSIDERATIONS AND REVERSALS 

Focal year Percentaf 



SNF' 

1983 13,374 2,068 15.5 

1984 24,030 3,212 13.4 

1985 ZIZZZZZ 12,226 2,009 16.4 

HHA: 

1983 2,483 462 18.6 

1984 4,970 1,090 21.9 

1985 3,193 671 21.1 

Hote.-Data are not aviitaUe prior to 1983. Hacal yev 1983 daU miy be unrdiabli because of systena chaofes and the fiscal yw 1915 data 
consists of on^ cases in ttw system to date. September 4, 1915. 

The Chairman. The Chair now recognizes Mr. Regula. 

Mr. Regula. Thank you, Mr. Chairman. First of all, I would like 
unanimous consent to insert into the record the statement of Con- 
gressman Hammerschmidt at this point. 

The Chairman. Without objection it will be ordered. 

[The prepared statement of Mr. Hammerschmidt follows:] 

The Prkparid Statkmsnt of Refrukntativs John Paul HAiofxtscHMioT 

Mr.. Chairman, although I don't posBess any empirical data, disciwsiona and anec- 
dotal information from my State of Arkaneas^ Medical Services and Human Services 
Departments indicate that there's been m greater need for home health services 
since the implementation of the prospective payment system. 

Officials in our title XX office did not have a precise client count but they are 
trying to respond to a trend that necessitates more home health care and attendant 
care services. Title XX funds have decreased almost 19 percent in Arkansas smce 
the block grants were instituted in 1981. The money for these increased home 
health services has had to come from the transfer of funds from the Low Income 
Energy Assistance Program. Additional home health moneys have come from a re- 
assigning of funds from the title XX socialization programs which provide group 
meals, counseling, casework, and social activities to a healthier group of low mcome 
older persons. . , . r ^ 

You might be interested to know that the State of Arkansas has not applied for 
the 2176 waiver program; this was not due to a lack of need or interest. 

Before the waivers. States wero restricted by sUtutory language which precluded 
most kinds of community care. The importance of the waiver, as it was established 
in the law, was that it would provide States with an opportunity to develop better 
community care services and Himiniwh the institutional bias that is inherent in the 
Medicaid Program. But, as I understand it, the regulations, particularly the March 
13th final relations, contain so many restrictions, require so many assurwices and 
so much documentation they make the entire program infeatible. As an original co- 
sponsor of the Medicaid Community Care Act, on which this provision was based, 
and a strong supporter of home health care, I find this final product a great disap- 
pointment. . • . . i_ 

I have been in touch with one of the area agencies on aging in my district uiat 
has kept precise records on its provision of home health care and related services 
over the past 3 years. Although the director could not say that all the increased 
demand for services could be attributed to the prospective payment system, there 
was a strong sense that it accounted for a significant part of the increased utiliza- 
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tion. I would like to place these figures, which clearly demonstrate increased need» 
in the record. 

In the category of case management: in 1982—2,337; in 1983—2,751; in 1984—3,216 
clients. 

In the category of home delivered meals: in 1982—71,854; in 1983—89,509; in 
1984 — 113,616 home delivered meals served. 

In the category of personal care clients: in 1982—1,317; in 1983—1,396; in 1984— 
1,822 clients. 

Mr. Chairman, I commend you for holding this hearing which gives us a good op- 
portunity to look at a variety of programs which have the potential to improve the 
elderly's access to long-term care and community services. I look forward to hearing 
from our expert witnesses about their experiences with these programs and to hear 
their recommendations for ways to improve them. 

STATEMENT OF REPRESENTATIVE RALPH REGULA 

Mr. Regula. I commend you for calling this hearing, Mr. Chair- 
man. I think that hecdth care for the elderly is one of the frontiers 
in terms of the services needed. It has much potential because it 
meets the concerns of the elderly. It meets their concern for want- 
ing to stay in their homes as long as pc^ible. If they have support 
services from the community, both social and medical, they have 
the potential for staying in a home environment for a longer period 
of time. 

During the July recess I had a senior citizens seminar and one of 
the concerns expressed at that hearing was a need for more home 
health care, and particularly for care where patients are dis- 
charged at an early point in an illness. The implementation of the 
DRG Program has resulted in many instances of seniors leaving 
the hospital environment, perhaps earlier than they should and as 
a result it is important that there be home care facilities available. 

Also, I think it is important that we give the States and local 
communities greater flexibility in implementing the Medicare Pro- 
grams. I suspect that if we were to do this, we would find some in- 
novative work being done by States in an effort to not only im- 
prove the quality of care, but at the same time reduce the cost. So 
the potenticd of this hearing is great. 

I look forward to hearing from the witnesses. I yield back. 

The Chairman. Thank you very much. 

I have several statements submitted by members of the commit- 
tee that I would like to have inserted in the record at this point. 
Hearing no objection, so ordered. 

[The prepared statements of Representatives Bonker, Lloyd, 
Oakar, Synar, Skelton, Hertel, Manton, and Snowe follow:] 



Mr. Chairman, I congratulate you for calling this hearing today which is both 
timely and a matter of great importance to our older citizens. As a long time 
member of this Committee, I welcome this opportunity to voice my concerns about 
recent health care cost containment measures and the impact these measures are 
having on our elderly population. 

Clearly, our nation faces the dilenuna and complexities of providing for a growing 
number of older people who are living longer and healthier lives, yet in need of 
access to acute and in many cases, chronic health care services. The runaway infla- 
tion of health costs in this country, and the impending insolvency of the medicare 
trust fund have compelled manv of us in Congress to reassess bofli tho way health 
care services are being provided to older people, as well as the method of reimburs- 
ing for such care. Cost savings measures are necessaiy, but I am equally concerned 



Prepared Statement of Representative Don Bonker 



52-706 O 



85 



- 2 




30 



that recent cutbacks and regulatory changes that have been proposed may be short- 
sighted and, in the long run, represent an approach that is penny-wise and pound- 
foolish/' In our efforts to contain costs, we may be limiting access to the continuum 
of health care and community support options. Options wmch are essential in order 
to reduce or— at the very least-^Kielay the more expensive institutional care alterna- 
tive. 

Over the past four years, the Medicare program hat been a prime target for budg- 
etary savings and regulatory reform. The most recent chaxige will dkectly affect 
home health reimbursement that assist homebound older citizens to get back on 
their feet. I find it ironic that such harsh chan^ are being proposed at a time 
when we are attempting to reduce the length of stays in hospitals and rely more 
heavOy on the services of home health agencies. The enactment of the Medicare 
Prospective Payment Plan System, (PPS), as documented by the recent 6AO report, 
has indeed reduced hospital days. At the same time, however, the data show that 
the PPS has increased the number of frail older patients who are in need of home 
health services. What will happen when more and more older people are released 
into the conmiunity with fewer and/or more restrictive health care optionif? 

From my own state of Washington, I have witnessed the success of the CSompre- 
hensive Options Program Entry System (COPES), a Medicaid 2176 Home and Com- 
munity-based waiver program. COPES currently serves over 1500 clients iii the 
State, and provides the opportunity for these clients to undeigo ft comprehensive as- 
sessment, followed by a carefully engineered plan of care. Services range from per- 
sonal care to the more intensive daycare and congregate care programs. 

In spite of the perceived success of this waiver program, I am concerned that the 
regulations published in March may seriously hamper its effectiveness. Additional- 
ly, we have learned that states are encountering great diffictilties in applying for 
and renewing waivers. Congress desinged the 2176 waiver option to provide states 
with the flexibility to created community-based alternatives that would keep older 
persons out of nursing homes. I fear that HCFA regulations fly in the face of Con- 
gressional intent and have created a bureaucratic tangle for the states who are at- 
tempting to develop such effective programming. 

I have reviewed much of the quantitative data concerning the savings resulting 
from these cost containment measures. Our present concern, however, must focus 
on the qualitative aspects of these measures— "the human impact" on those beneH- 
ciaries who are seeking access to community health services. I look forward to hear- 
ing our witnesses today address these issues. 



Thank you, Mr. Chairman: As this Committee well knows, I have consistentlv op- 
posed any reductions in benefits received by this nation's elderly. And naturally, I 
oppose reductions in Medicare benefits. 

Our older citizens deserve better. Every year, these people are caused anxiety, 
when the budget or deficit reduction issues are being examined. It is at these times 
each year, tliat searches for savings lead to a call for reductions in Social Security— 
reductions in Medicare. 

I think the time has come for us to realize that cutting benefits for our senior 
citizens is not the solution to our deficit problems. These people have made their 
contributions to the programs. 

In 1980, the average Social Security payment for a married retiree was $513. In 
1985, the deductible form Medicare is ^00. In addition, 20 percent of all profession- 
al services, i.e. doctor's fees and professional fees for x-rays and laboratory work, are 
obligations of the patient. Hence, a minor hospital stay of say, five days, can cost a 
retiree all of that month's income plus some of his savings. What is he expected to 
live on? 

Granted, many of us could be wiped out by an extended hospital stay, but most of 
us are earning a living— and probably have better health care coverage than Medi- 
care provides. Retired persons are on fixed incomes, the only raise they can hope for 
is through us, and yet we are the ones talking about reductions every year. Surely 
there is a better way to treat our elderly. 

Additionally, projections indicate that the Medicare deductible will go up to $470 
next year. 

We all know that a lot of Social Security/Medicare recipients have supplemental 
insurance. But those that doi:'t are generally those who can't afford it. If they 
cannot afford the premiums for supplemental insurance, how on earth can they 
afford their portion of medical bills if they get ill? 



Prepared STATEME^fT of Rkprescntativk Marilyn Lloyd 
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We must care for our older citizens. We must consider other alternatives for 
saving money. Dollars is not the only element in this issue. The bigger, more impor- 
tant element is people. These people deserve our full support and fighting abilities. 
Let's see that they get them. 



Thank 3'ou Mr. Chairman: I want to commend you for convening this hearing 
today on health care cost containment efforts and their impact on the elderly. 

Certainly, there can be no question that health care cost inflation must be con- 
trolled. Our country today devotes more than 10 percent of the gross national prod- 
uct to pay for health care. For elderly and low income persons, health care costs 
impose an even greater financial burden. Inflation has eroded Medicare coverage to 
the point where seniors now spend more than 15 percent of their income on health 
care, the level thev were spending before Mediccu^ existed. For the 30 million poor 
and unemployed Americans who have no medical insurance at all, health care is 
completely unaffordable and dangerously inaccessible. Health cost containment is 
absolutely essential if we are to guarantee access to care and ensure the afl6rddi>il- 
ity or our public health programs. 

However, in our eflbrt to control costs, we must guard against two very severe 
dangers. First we must make certain that our cost containmemt reforms do not in- 
advertently create new barriers to health care. An example of what can happen in 
this r^ard can be seen in the new Medicare hospital reimbursement system. The 
Medicare prospective payment system has begun to slow the growth in Medicare 
hospital spending, in part by encouraging the earlier discharge of elderly patients 
from hospitals. With the onset of prospective payment, though, we have not Seen 
sufficient expansion of Medicare home health services to ensure adequate care for 
newly-discharged patients who must complete their convalescence away from the 
hospital. It is fine to save costs by discouraging institutional care when it is not nec- 
eseary. At the same time, however, we must ensure that care which is necessary — in 
the home or the community or in some other setting—is also available. 

The other danger we must guard against is losing sight of the real purpose of cost 
containment. In the last five years, the Reagan Admmistration.has used cost con- 
tainment as an excuse to justify harmful cuts in Medicare benefits and eligibility — 
cuts that ultimately will lead to higher costs. Recently, we have seen the President's 
budget proposal to increase copayments for home care under Medicare, a move that 
would discourage the use of this needed and cost effective care. In addition, we have 
seen the Administration's latest order to reduce Medicare reimbursement to home 
care providers. In my own district, the Administration's new reimbursement formu- 
la could reduce the availability of home care services by up to 10 percent. We must 
allow these kinds of attacks on the Medicare program to hide behind the name of 
cost containment. Our senior citizens deserve constructive solutions to protc^^ their 
health care program, not destructive proposals to obliterate it. 

Mr. Chairman, I am confident that, under your fine leadership, we will continue 
to make progress toward making health care for the elderly both more accessible 
and more affordable. I appreciate the contribution of this hearing in that regard, 
and I look forward to hearing the statements of our distinguished witnesses. 



Mr. Chairman, I am pleased to participate in these hearings today. As this Com- 
mittee heard in February, there is a lack of information about how the changes in 
medicare reimbursement practices are affecting the availability of quality health 
care for senior citizens. The information we hear today will be invaluable to the 
Committee and the Task Force on the Rural Elderly as we address this issue. 

As Chairman of the Task Force on the Rural Elderly, I am particularly concerned 
about the lack of long-term care facilities in rural areas and the increased demand 
for these services as a result of PPS and DRG's. The survey the Task Force on the 
Rural Elderly as we addreess this issue. 

As Chairman of the Task Force on the Rural Elderly, I am particularly concerned 
about the lack of long-term care facilities in rural areas and the increased demand 
for these services as a result of PPS and DRG's. The survey the Task Force released 
during February's hearing showed that over 50% of state aging offices responding 
believe that existing skilled nursing care is not adequate to meet the needs of dis- 
charged patients in rural areas. Over two-thirds of the respondents said that nurs- 
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ing homes don't have adequate personnel to provide care in rural areas since the 
implementation of PPS. 
I m concerned that reimbursement freezes and the proposed waiver of liability 
revisions are limiting the quality of care and services that nursing homes and 
ome health providers can word to offer. We should be encouraging this much- 
needed health care service, instead of discouraging providers from participating in 
the few public programs that cover long-term care services. 

I want to thank all of our witnesses for taking the time to appear before the Com- 
mittee todav. I am looking forward to hearing what tiiey have to say about this im- 
portant problem. 



Prkpa&kd Stateicknt op Rkpiucsxntativz Iks Skklton 

Mr. Chairman, in late March I chaired a hearing of the Health and Long-term 
subcommittee in my district that examined how Medicare's prospective payment 
system and related programs are affecting the medical care Missouri's senior citi- 
zens receive. My colleague Tom Tauke and I heard about numy serious problems, 
like rules which require senior citizens from rural areas to return home the same 
day they imdergo physically exhausting diagnostic procedures, i^ogardleos of tiie dis- 
tance they have to travel and the availabilty of family members to assist them. The 
testimony we heard that day convinced me that, despite our clear intentions, 
changes we made in the Memcare program are adversely affecting the quality of 
care provided to our senior citizens. 

Why is this? After all, we took great pains to include safeguards that, together 
with fair payment rates, should have prevented many of the problems we wiU hear 
about today. I believe the answer lies m an over-^sealous bureaucracv which is using 
the changes we made to improperly cut Medicare expenditures without regard to 
the effect those cuts are having on our senior citizens. Indeed, those currently 
charged with administering the Medicare program recently pouted publicly in the 
Federal Register because a federal judge ordered them to issue rules implementing 
a provision of the law which requires pavment adjustments for hospitals that serve 
disproportionately hi^h numbers of the elderly and poor. 

Mr. Chairman, it is most appropriate that we are holding this hearing just days 
before we mark the 20th Anniversary of the Medicare program. I believe the inter- 
est we show in the problems senior citizens are encountering reaffirms our commit- 
ment to assuring that the gains Medicare has brought in the access of older Ameri- 
cans to affordable, high-quality health care will not be sacrificed as we continue our 
effort to control the costs of the rrogram. 



Prxparkd Statemxnt op Repkesxntativi Dennis M. Hkitkl 

As this committee b^ins to review the effect of health care cost containment of 
the elderly, I want to highlight an industry which, while well suited to assit the 
elderly in their own homes, is restrained by recent changes in the Medicare pro- 
gram. The industry I refer to is the home care medical equipment suppliers. My 
constituent, Mr. Sanford J. Linden, President of Linden Home Health Care, Inc. has 
brough to my attention the effect of these changes on the elderlv. Mr. Linden is also 
the current President of the National Association of Medical ISquipment Suppliers, 
which has prepared a 6tatcr:!'>nt identif)ring the effect on beneficiaries of the recent 
and proposed Medicare durable medical equipment benefit changes. Mr. Chairman, 
I ask that the NAMES statement be admitted to the record and thank you for the 
opportunity to provide my opening remarks. 



Prepared Statement of Repkesentative Thobias J. Manton 

Mr. Chairman, I would fu^t like to commend you for holding today's important 
hearing. In February we heard testimony regarcung the impact of the prospective 
payment system and D.R.G.'s on the quality of health care. Tm pleased that the 
committee is continuing its examination of the impact of cost containment of the 
quality of care given to older Americans. 

As we have heard many times in this committee, and as I have heard often from 
my constituents in New York, one the mi^or effects of the proe^pective payment 
system has been the early discharge of patients from hospitals. As a result, there 
has been an increase in the need for alternative or additional care at nursing homes 
and home health care centers. However, despite the increased health needs of older 
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Americans, there have been a number of budget cutbacks which limit the ability of 
States and local communities to provide alternative care. Several new regulations 
for Medicare and Medicaid have made it increasingly difficult for providers to par- 
ticipate in programs that cover long term care sevices. In addition, according to in- 
formation provided by the chairman, regulations proposed by HCFA would further 
discourage partial or full participation of providers in the Medicare system. I am 
concerned that while older Americans are leaving hospitals sooner, the long-term 
care system's ability to provide services is being weakened by the administration's 
actions. 

We all recognize the importance and the need for health care cost containment. It 
is essential that the administration and the Congress take responsible steps to ad- 
dress the problem. However, we must rejected cost containment measures that 
result in limited access for older Americans to essential services. 

I recently received a letter from a constituent who works in the health care field. 
One of her concerns was the shortage of lon^ term care facilities within the commu- 
nity. I believe that her question is one that is particularly relevant to today's hear- 
ing. If the administration continues on its present course, will my constituents' 
access to health care services be farther limited? 

Mr. Chairman, the cost of health care has increased dramatically as has the 
amount of our Nation's resources spent on health care. In 1960, health care muile 
up 5.3 percent of the gross national product. By 1982 that figure had almost doubled 
to 10.5 percent In 1982 the Federal Gcvemment paid 68 percent of tibe share of 
public health expenditures, largely through Medicare and Medicaid. Gearly, then, 
we have a responsibility to control health care costs. However, these measures must 
not result in older Americans being deprived of important health and social serv- 
ices. While I agree with the administration's desire to contain health care costs, I 
am opposed to measures that result in denying older Americans needed and rightM 
health care coverage and limits their accessibility to essential services. 



Prepared Statement of Representative Olympia J. Snowe 

Thank you, Mr. Chairman for holding these hearings on health care cost contain- 
ment. Increasingly, the issue surround[ing health care and our ability and willing- 
ness to pay for care are becoming topics of great concern. 

In 1983, health care expenditures in the United States totaled over $355 billion, 
an average of $1,459 per person and about 11% of the gross national product. In 
that same year, the Dejpartment of Health and Human Services implemented cost 
containment measures for hospitals based on diagnosis related groups (DRGs). As a 
result of DRGs, the rate of inflation of hospital costs has decreased for the first time 
since the implementation of wage and price controls in 1972 and 1973. Thus, it ap- 
pears that the DRGs have been successful in conicaining ccjts. 

Quality is not so easily measured, however. We have heard from the Genera! Ac- 
counting Office and from those of you who provide the needed services in our com- 
munities that the elderly are being released "sicker and quicker". We do know that 
the average stay per patient is down significantly and it appears that the majority 
of the cost savings in hospitals is based on the diminished stay per admission. The 
question then becomes, are those who are released earlier beinjs; released too early, 
or is it simply that hospitals were keeping patients too long prior to the implemen- 
tation of the DRGs. Clearly what we do not want is an inappropriate cost shifting to 
community based card if the patient is not appropriately suited to being cared for 
outside of the hospital 

Additionally, there has been concern that the DRGs do not permit enough lati- 
tude in the care of the older patient. Chi July 4th, in the Washington Post an article 
appeared in which a Johns Hopkins researcher indicated the need for DRGs to in- 
clude a measure of severitv. In my own state of Maine, many questions have been 
raised about the need of DRGs ^o take into consideration the nirality of an area. 
Others have suggested that DRGs should be more sensitive to age factors and other 
issue that increase risk. 

I am pleased that we can coiitinue the dialogue that was began in February of 
this year. I think it is important that we sort out the effects of the DRGs and the 
extent to which quality care can be delivered under a system of cost containment. 

The Chairman. The first witness this morning is going to be the 
Honorable William Donald Schaefer, who is the mayor of the city 
of Baltimore. He is here also representing the U.S. Conference of 
Mayors. 
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Mayor Schaefer, would you please proceed in any manner that 
you may desire? 

[Due to the fact Mayor Schaefer chose not to use a microphone, 
his testimony may appear garbled because of the inability of the 
reporter to record it] 



STATEMENT OF HON. WILLIAM DONALD SCHAEFER, MAYOR, 
CITY OF BALTIMORE, MD; REPRESENTING THE U.S. CONFER- 
ENCE OF MAYORS 

Mr. Schaefer. Thank you very much, Mr. Chairman, and let me 
say that l am — I was going to say that I am delighted to be here. I 
am also elected, so I wonder if it is a delight to be here or not. 

I am here to talk about the elderly today, here to talk about the 
poor and those who are in need. I am not going to say an3rthing 
that you don't already know. I am not going to give you any pearls 
of wisdom. I am not going to tell you anything that you haven^t 
really iseen if you have seen people in your communities. I am not 
going to give you anything new. I am just going to say to you reve- 
nue slicuing — I cry my heart out when Congress was giving our 
revenu e sharing away, $17 million that we will have to make up 
for the tax base, the highest in the State. 

And now I am here to talk about the poor. And I am here to talk 
about the elderly and the needs of the elderly and where to go 
from here. 

With your permission, rather than reading a statement, I would 
like to refer to some charts and tell you some of the facts about the 
city of Baltimore as I see them — about the poor and elderly as I 
seem them and about the concern that I have and what can we do. 

When the Grovemor comes and he wants to interrupt me, I will 
be more than glad to sit down, because I would like to hear the 
testimony of the Governor and hear what he has to say. So it won^t 
make me feel bad if you say, "Mayor, sit down and let the Gover- 
nor speak." That will be OK. 

Today I drove from my home down Mulberry Street, and I looked 
to the left and to the right, and there was a Catholic charity 
agency. In front of it were four or five women, homeless women; 
some of them ages 50, 55, and 60. 1 see one woman there every day, 
every day. She needs help — medical help, psychological help, what- 
ever it might be, the Catholic charity is providing. 

I thought about her, and I thought what can I do? I think about 
the State of Maryland that said we are going to take all of the 
people out of the mental institutions who shouldn't be there be- 
cause the law shouldn't keep them in, and then we are going to 
send them out into the community right down to Baltimore Qty, 
right down to the city where there is no followup, no one to follow 
what has happened to those people^ and I have concern about that. 

Last night, I discussed my appearance before your committee 
with the Health Commissioner. The Hecdth Commissioner is Dr. 
Susan Guamieri. And I saw her worried. I saw her concerned. I 
saw her frustrated, and I saw her concern because she was worried 
about the elderly and what was happening to them medically. And 
I worried about what was happening to them medically, but I also 
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woiried about what was happening to them as far as food was con- 
cerned. I also worried about them on housing. I also worried about 
them on transportation. There are a lot of problems; we are going 
to center on medical problems of the elderly today. 

The problems of the elderly are not new. We, the health commis- 
sioner, all of us, are working hard to make sure that we all live 
longer. We all want to live longer, but with our length of living, 
there should be some peace of mind, some feeling that if I live 
longer, I am not going to have to worry myself to death about 
whether I have a house, whether I have medical care, whether any- 
body cares about me. 

After speaking last night with Dr. Guamieri, I thought about 
me. I am a senior citizen. I live in my own house. I live alone. If I 
get sick and I go to the hospital and I am sent home, and I am in 
need of care, who do I go to? Who will come in and say to me, 'Til 
put the drops in your eyes." Who will come over to me and say, 
TU see that your pill is taken care of." Who will come over to me 
and say to me, "Schaefer, I'll take care of the food." And I thought 
about me last night, and I thought about all of you. Everyone here 
is going to get older. I see all of these young people today, and I see 
all of them standing around, and I think your knees don't hurt you 
yet. You don't have that difficulty of stepping up on the curb. 
There isn't arthritis in your fingers. Then my thoughts turn again 
to the elderly. I worry about their aches and pains and what can 
we do for them. 

We must walk. We must bathe. We must dress. We must shop. 
We must eat. We must worry about our medical problems. Then, 
last night, I again said to myself, what am I going to say when I go 
to Washington? You have got so many problems, and I coming over 
and I am going to give you another one. I am going to teU you 
about the problems of the elderly and the poor. Aiid you have got 
problems running out your ears. You have got problems with the 
budget. You have got problems of defense. 

OK, let's take a look at Baltimore. 

Nationally, the data shows a tremendous growth in the elderly 
population in the next several decades. You know that. In Balti- 
more City the elderly population is large. Already our 65-year-old 
population is 13 percent of the city's total population. TTiat is 
100,000 people. By 1990 it will be 106,000, about 15 percent. Twenty 
percent of Maryland's elderly live in Baltimore City. The elderly 
population is growing older. In the 1980's sHone, the population 
over 75 grew by 19 percent. In 1980 it was 39,000. In 1985 it was 
46,000. 

Unfortunately for Baltimore, this is where the elderly poor con- 
gregate. And you don't say, well, they are your poor. Take care of 
them. Why should you ask anybody else anjrwhere else to help you 
take care of the poor? 

Eighteen percent of the elderly population has incomes below the 
poverty level of $4,400. Forty percent of Maryland's poor live, 
again, in Baltimore City. The very poor and the near poor are the 
people who are the biggest problems getting access to needed care. 

Now how are the elderly going to pay for the needed services? 
Look at some of the changes in me past year. When the Medicare 
Program was enacted in the sixties, some people thought it would 
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be the answer to the elderly's medical problem. Today, under Medi- 
care, a hospital stay costs almost 200 percent as much as it did in 
1981— $204 in 1981, $400 in 1985. 

Pressure is being put on hospitals to reduce costs through short- 
er hospital visits. There is a problem that I will get to in a 
moment. 

Overall the Medicare Program, which was developed to take the 
burden off the elderly for health costs now only pays 44 percent of 
the total health care costs for the elderly. 

Chart No. 3 talks about Medicaid. There were $4 billion in cuts 
nationally in 1981 and 1982 under this program, hi addition, more 
pressure has been put on Medicaid to pick up the cost of cuts in 
the Medicare Program. Thirtynsix percent of Maryland's Medicaid 
Program is now being paid for by the elderly, $222 million for 65 
and older. Maryland's Medicaid Program is struggling and not suc- 
ceeding. This program was originally designed for the poor overall, 
and it is now a fact that Medicaid can't pay for it all. 

All right, who needs help? The elderly getting out of the hospi- 
tals. Why are they getting out of the hospitals? Because hospitals 
have a nnancial mcentive to send them home. Sickly elderly go 
home from the hospital before they are ready to go home, and to 
homes not equipped to handle them. And I use the example of the 
Mayor of Baltimore City. If I go home, there is no one there to care 
for me. What happens to me? If elderly people are to be released 
early from hospitals, we must at least provide medical c£u*e as soon 
as the patient leaves the hospital. 

Chart No. 4, what else is happening to the elderly? Hospital 
costs. Two-sided coin— hospital costs going up, length of stay going 
down. Demand for home health care going up, and please dont 
misunderstand me. I am all for getting people out of nospitals as 
soon as they are able. Unnecessary hospital stays represent costs 
that can and should be cut, demand for conmiunity service going 
up as well. 

What else is happening to the elderly? Senior citizen centers — 
the budgets are frozen. Transportation cost subsidies for the elderly 
are frozen. Less trips to the store, to the recreation centers, to nu- 
trition programs Housing for the elderly is virtually curtailed. All 
those problems are problems of the elderly. These are the problems 
we are looking at. 

Now, let nie go to the local picture. Nursing home placement is 
increasingly difncult. 

Susan Guamieri tells me that nursing homes have 95 percent oc- 
cupancy in Baltimore. So it isn't easy to get into a nursing home. 
And some people released from hospitals don't have to go to a nurs- 
ing home. They can go directly to their home if there is somebody 
there to provide the care for them. Medicaid does not cover services 
adequately. The State provides only limited alternatives to Medic- 
aid. 

Let me tell you about the State. I am a mayor. I said to the Gov« 
emor, "Governor, when I have a problem, I come to you. Y6u have 
a problem, you go to the President.'* The Governor sort of laughed 
at me. There is a responsibility on all of us, the Federal Govern- 
ment, the State Government, and I can't say it is all your responsi- 
bility. I have got to do something, too. I told Dr. Guamieri suppose 
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you decide that you are not going to do anything; suppose the Gov- 
ernor just says, "I am not going to do anything," the poor, needy 
elderly are still there and somebody must do something. 

I said to her last night, when I go, I want us to be able to say 
what we are doing. 

The community pays for services for the elderly. If you took 
away the Catholic charities and the Jewish charities and all the 
other charity organizations, where would we be? But there is a 
limit to what they can do. There has to be a coordination between 
all of those agencies so that when an elderly person gets out of the 
hospital, somebody picks them up, whether it is the Jewish organi- 
zation, the Protestant organization, whoever it might be. 

Let me give you a couple of cases. These were Baltimore City 
cases. Dr. Guamieri reported to me. OK, finst a cataract patient no 
longer hospitalized, no after care services, sent home literally 
blind, literally blind. And I think agcun, suppose it was me. Off 
comes the cataract, home I go, and I have got to walk up and down 
the steps. No one worries about what is going to happen to me. I 
can't call Dr. Guamieri every 10 minutes and say, Susan, come 
out and take care of me. Tell me what I am going to do with my 
eyes.'' 

Somewhere along the line, there is an answer, not to a nursing 
home or not longer stay, but there is an interim. And it can be 
done. Take my second case, an elderly couple. This couple is basi- 
cally homebound, the husband is 68, suffering from emphysema, ar- 
thritis and has to use portable oxygen. Wife, 62, leg amputee, con- 
fined to a wheel chair. Both are taking prescription medication for 
chronic illness and are receiving home care services from the 
Catholic charity. They were also receiving Medicaid coverage until 
th3y applied for disability benefits to increaide their income. They 
were terminated from Medicaid as a result of a complaint that the 
additional income disqualified them for Medicare. 

The iSat one, a 76-year-old woman was admitted to a local hospi- 
tal with a history of heart failure and heart disease; discharged 
with no in home medical assistant nor other needed services; found 
in home alone 5 or 6 days later, second heart attack. She now goes 
to the hospital for extended care. Maybe had somebody been able 
to get to her earlier, maybe she would have been able to be helped. 
I don't know. I am not positive. 

All right, whose responsibility? Dr. Guamieri said to me last 
night it is the Stete and the Federal Government. And I say, OK, 
suppose nothing is done, shift it back to us? My conscience w^Ql be 
all right because I will say it is your responsibility. My conscience 
will be all right because I'll say I can't do everything for you. I 
don't know whether you think I am concerned or not. I am. I lis- 
tened to her last night. I really listened to her last night. Whose 
responsibility is it? Whose going to pay? Money is not enough, we 
don't have enough for the programs. We must keep ^he poor people 
out of the hospital. We must keep them cut of nursing homes, all 
of which I have said before. 

The people should go to their homes, special home services. 
Agencies in Baltimore are now providing care but not nearly 
enough care. 
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Well, let me conclude. What are we doing in Baltimore? We have 
a special home service care. We have a gateway program. We have 
channeling. We have department of social service work, all these 
people, but I wondered whether it is enough. And I will end by 
chart No. 7, recommendations. 

Look beyond the dollar savings at the effect you have on people's 
lives. Dollar savings in the hospital— save money in the hospital, 
but there must be something else to be able to provide for the care 
of the elderly. I was going to end by saying, Susan, I want you to go 
home tonight, and I want you to come back with a program so I 
can say to the Congress tomorrow I am doing something. OK, who? 
The elderly over 65. Why? Home care is less expensive; for hospital 
care there is cost containment. When? On discharge fh>m the hos- 
pital. How? All hospitals discharge of elderly be coordinated. 
Where? The city will take the lead and work with the Office of 
Aging. 

We are going to try it. We need some money to do it. If you don't 
provide the money, we are going to try it anyway. We are going to 
see what we can do. In our country, I think we should help the el- 
derly, help the elderly poor. I believe in this. My time is up. : 

I don't know whether I have made any impression on you. I don't 
know whether I have given you anjrthing new. And I villi tell you 
one thing. Dr. Guamieri awakened me last night. We are going to 
look to the State. We are looking to the Federad Government. I ride 
down the street and I think, you know, I have got to look out for it, 
too. I need your help. We need some money. We need pome pro- 
grams. 

A person goes to the hospital, and to cut out the hospital care 
costs, we send them home. Don't send them home and foiget them. 
That is very simple. That is such a simple solution, why can't we 
do it? 

[The prepared statement of Mr. Schaefer follows:] 

Prkparkd Statement of Mayor William Donald Schaefek, 
City of Baltimore, MD 

Congressman Roybal and Members of the Committee: 

Thank you for the opportunity to comment on cost containment and care for the 
elderly. As a local elected official, I am seeing firsthand the problems of the elderly 
today. I am also anticipating that in Baltimore City, as in many otiier urban areas, 
the difficulties in providing adequate resources for the elderly will grow substantisd- 
ly as the elderly become a larger percentage of the population. In developing health 
care and social service policy at the Federal level, you as decision makers must be 
sensitive to the needs of this growing segment of the population and to the concerns 
of local government. In a world of limited resources, cost-effective programs are es- 
sential. However, containing costs at the Federal level at tiie expense of already fi- 
iiancially strapped localities is not an acceptable approach. 

Nationally, the statistics show that there will be dramatic increases in the elderly 
population in the next several decades, and that the ratio of the elderly to the total 
population will also increase substantially. Thus, between 1980 and 2030, the popu- 
lation 65 and older will grow from approximately 25 million to 50 million. Whereas 
the population 65 and over will double during this period, the population as a whole 
will grow by only 40 percent. 

In Baltimore City, similar trends are anticipated. Although we have not projected 
the elderly population through the vear 2030, we can observe meaningfid changes 
during thiis decade alone. The overall population is still declining through continued 
outmigration to suburban areas. However, the elderly population is growing and 
will reach 14.6 percent of the overall population by 1990. Interestingly, the elderlv 
population is growing older! Whereas the number of elderly individuals over 65 will 
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grow by 5 percent during this decade, the number of elderly individuals over 75 will 
grow by 19 percent. That is very significant when considering ^vhat the demand for 
services will be. 

The National Center for Health Statistics has compiled data which show that of 
the total 65 and over population, 45.7 jpercent have some activity limitations and 
39.4 percent have m^or activity limitations, meaning an ini^ility to work or keep 
house. The Center has also collected data on the percentage of adiidts needing assist- 
;ance in basic activities, including walking, bathmg, dreeing, toii'eting, eating, etc., 
tmd on those needing assistance in home management activitiies, including shopping, 
chores, meals, and financial management. For those between 65 aiid 74, ^ .3 percent 
nieed basic assistance and 5.7 percent need home management asaistance; for those 
7i)-84, the percentages jump to 11 percent and 14.2 percent respectively; for those 
o\er 85, there is a dramatic increase to 34.8 percent and 39.9 peroe^nt, respectively. 

Another significant factor in assessing demand is income level. Unfortunately, 
Bidtimore, like many other mi^or urban areas, has a large poor eldivrly population. 
Eighteen percent (18 percent) have income below pover^ level. Thtv Ci^r's elderly 
poor represent approximately 40 percent of the elderly poor statewide. We expect to 
continue to have a large percentage of the State's elderly poor for some time to 
come. 

Long range policy decisions regarding care for the elderly will have to be made 
bssed on the above demogri^hic data. I, like other local elected officivils, will need 
ycur help. The Federal government must participate in finding long range solutions 
and must remain a contributor of resources, both financial and tet£niciM. You must 
not abdicate your role in developing and supporting appropriate prograE.is. 

The probliem of providing care for the elderly, however, is also aii immediate 
problem. What has been happeniung at the Federal level has been frightening me. 
As we are beginning to need more assistance, you in Washington appear to be 
moving in the opposite direction. 

Actions taken at the Federal level during the past several years to cu rtail spend- 
ing in health and social programs have resulted in maror cost shifts to state and 
local levels of government, as well as to the pockets ofthe elderly. Whiile I have no 
objections to reducing costs throgh greater efficiency, I do dbject when the elderly 
become the victims of real losses in services, cud when policy changes a l; the Feder- 
al level do not ultimately lead to cost reductions in tiie overall system, .but merely 
to a transfer of responsibility from one level of government to another. 

Spending decreases and cost containment measures have begun to taltie their toll. 
The elderly are spending far more under ti^e Medicare program thairi just a few 
years ago, for example. The Medicare deductible for each hospitalization period is 
now 96 percent greater than in 1981. The annual deductible for physician visits is 
now 25 percent higher than in 1981. The annual premium for outpatient visits has 
risen by 62 percent. Changes in hospital reimbursement have also hcid a negative 
impact on the elderly. Diagnose Related Group (DRG) reimbursemen^ts have given 
hospitals the incentive to release patients earlier and sicker. 

Recent national data collected by the General Accounting Office (GAO) shows 
that the average length of stay, under the prospective payment oystem (PPS) in 
fiscal year 1984 was 7.5 days as compared to 9.5 days in fiscal year 1983 prior to the 
PPS program.^ Site visits by GAO staff to hospitals, nursing homes, home health 
providers, and discharge planners revealed that patients were being released after 
shorter lengths of stay and sicker than they have been in the past. 

In Maryland, the Medicare waiver enables the State to reimburse through a dif- 
ferent system. Nonetheless, pressure is put on the system to contain costs m order 
for us to retain the "all-payer", equal access concept the waiver permits. At least 
according to the anecdotal information now availfi}>le, hospitals in Mainland are 
also releasing individuals earlier and sicker than previously. Medicare covers only 
minimal skilled nursing benefits for patients once they leave the hospital. 

It is now well understood that Medicare can no longer be considered the health 
care program for the elderly. Only 44 percent of elderly health care is now paid 
under Medicare. In fact, last year beneficiaries supposedly spent as large a share of 
their income on health care as they did before Medicare was enacted in the 1960's, a 
sobering thought! 

Did you expect the Medicaid program to solve the problem of health care for the 
elderly? It has not done so in Maryland, and I doubt whether it has elsewhere. True, 
Medicaid has begun to pick up costs where Medicare is not picking up costs. Mary- 



^ Data submitted by the GAO to the Senate Special Committee on Aging in corregpondence 

dated 21 February 1985. 
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land's program has paid for Medicare premiums and deductibles for the Medicaid- 
eligible elderly population. In 1984, enroilees m Maryland over 65 represented 11.2 
percent of total Medicaid eligiblee, and they i::ccounted for 36.4 of total Medicaid 
p>a3rments. Over 16 percent of Medicaid expenditures in 1984 were for nursing facili- 
ties. 

However, even though care for the elderly may be eating a substantial portion of 
the Medicaid budget, the program is still not adequately addressing the needs of 
that population. It is still far from meeting the need for good community-based care, 
for example. 

Although there may be some increased flexibility provided to states in how th^ 
design their Medicaid programs, the resources are not there to support the demand 
for services. Maryland has continued to increase its Medicaid budget annually, and 
has taken advantage of numerous Federal options to provide broad coverage. How^ 
ever, even using maximum allowable eli^ility levels, the program can only cover 
50 percent of the poor or near poor population. 

The elderly must compete with other vulnerable groups in the population for as- 
sistance under the Medicaid program. As costs for care to the elderly shift from tiie 
Federal to State level (along with costs for care for other groups), the decisions 
become tougher and tougher and thero is potential for increased conflict between 
^e local and state level as to how to divide limited resources. Should we begin to 
provide more resources for the elderly at the expense of high risk mothers and in- 
fants and how will that be determined? 

Mcyor reductions in the Medicaid program wero made in 1981 and 1982 under the 
Omnibus Reconciliation Act and the Tax Equity and Fiscal Responsibility Act Since 
then, Coiupress has not supported Administration aims to make additional mtjor re- 
ductions, but given the tronda in Federal budget cutting, ^e future Federal partici- 
pation levels in the Medicaid program are still a big queistion mark. Already 10 per- 
cent of Marvland Medicaid enroilees qualify through 100 percent state funded cate- 
gories. In 1984, close to 60 percent of the $600 mulion budget was state fimded. It 
would be unrealistic to think that the State is not wary about further expansion of 
Medicaid programs for services for the elderly, as well as for any otiier group. The 
threat of oeing left with a more substantial portion of the burden in the futura is 
very real and very scary. 

You have not only transferred the burden to us for health care, but at the same 
time, you have cut back other essential social programs for the elderly. The more 
you take away in sodal service programs, the moro thinly spread the elderly indi- 
vidual's income will be, and the lees likely he will be to be able to buy needed 
health care services. It may be cost^fTective in certain instances to keep elderly 
people out of hospitals or other institutions (nursing homes) and to care for them in 
the community, it is certainly the more humane approach to caring for the elderly 
in many cases. But we cannot do it without adequate community support programs. 

Older Americans Act fiinding declined significantly for a few years. Congress has 
sought to reverse that trond at the national level in the past few years, but fUnding 
for the Baltimore City program has not increased. Our senior center budffet has 
been frozen for several years. Staff has had to devote mora time to ftindraismg and 
less time to services in order to continue to serve the same number of clients. The 
transportation portion of the Older Americans Act pnM^am in Baltimora provides a 
good example of senior service cutbacks. The budget has been firoeen. As a result, 
the number of trips provided for recreation, shopping, and other such purposes is 
declining at a rate of over 20 percent per year. 

Probably some of the worst cuts have been in nutrition programs. The Eating To- 
gether program which we have railed upon to guarantee at least one nutritious 
meal per day to needy elderly is funded now at only 71 percent of the 1981 level. As 
many as 350,000 fewer meals are now being served under that program annually. 

Substantial cuts have also been xnade in housing programs for the elderly. The 
Section 202 program would provide no new units in 1986 if the Administration 
budget proposal were adopted. Nationally^ since 1979, the number of new units au- 
thorized annually has declined by 40 percent New units under the Section 8 and 
public housing programs, which provide housing for the elderly, would also be virtu- 
ally eliminated in 1986 if the Administration plan were adopted. 

in Baltimore City, we have felt very severe impacts in elderly housing programs 
since 1979 when major cuts began. The number of units that have been provided 
annually has dropped steadily from 829 in 1979 to 104 units in 1984. 

These are a few examples of cuts in services for the elderly. Other programs, 
which may not only serve the elderly, but which have a large percentage of elderly 
clients, have also suffered migor setbacks. The Social Services Block Grant is slated 
for gradual reductions from now through 1968, according to Administration plans. 
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The Community Services Block Grant would be eliminated for all practical pur- 
poses. 

Furthermore, still in question is the kind of cuts, which may be imposed on the 
Social Security program. Even small changes in cost of living increases can make 
changes in the income of elderly people wliuch prevent them from being able to pu]> 
chase needed medical services, nutritious meals, etc. 

I cannot expect to provide adequate services for tiie elderly, including health care 
and social service support, for those who should be able to remain in the community 
with a dwindling Federal commitment The state has accepted some cost shifts, but 
has not been able to compensate. Cuts in health care and simultaneous cuts in 
social services are making it impossible, and demographic data indicates that the 
situation will worsen. I am beginning to feel truljr abandoned 

The picture for some in Baltimore is truly gnm, especially for those who do not 
have adequate resources to sustain themselves through old age. Let us consider 
some basic problems. Finding good institutional care for the elderly is difficult 
Nursing home occuiwuicy rates are 95 percent to 98 percent in Baltimore, and the 
state, imder our highly regulated system, is clearly cautious about expanding nurs- 
ing home capacity, given its already taxed Medicaid budget. Many individuals, even 
those who have worked all their hvea, cannot pay for institutional care. Msdicare 
provides only very limited benefits. Th^ go through a ''spend down" process Until 
they have exhausted all their resources and qualify for Medicaid. 

Arranging for appropriate oommunity-faased honoe health care is much more diffi- 
cult. For those who can pay, finding appropriate services may stiU be difficult, but 
home health services are available. For those who can't pay, many of whom are not 
eligible for Medicaid, the process for arranging appropriate care can be nightmar- 
ish. 

Suppose the individual is sent home fairly sick from the hospital, or suppose he 
has been living at home and has graduaUy declined to the point of needing assist- 
ance to remain there. Medicare will cover very limited skilled nursing services in 
the home. It will not cover personal care services or chore and homemaker services 
which may be required for an extended period of time, if not on a permanent basis. 

If the person is eligible for Medicaid, he will only get limited support. At this time 
for example. Medicaid is paying $10 per day for personal care services, including 
dressing, bathing, feeding, etc., regardlesB of now many hours may be required. For 
those who need additional support or other sources, there are a variety of other op- 
tions, but the resources are difficult to secure and may not be adequate. 

Limited funding is available throuf^ the State's bepartment of Social Services 
(DSS). This agency may provide for homemaker or personal care services, day care 
programs, and even foster care. Additionally, DSST operates the Adult Protective 
Services program to address the needs of the abused elderly. However, DSS is not 
specifically geared towards the elderly. Its overburdened staff assists only a very 
limited number of elderly clients and eixtremely few with health related home serv- 
ices. 

The State has directed some additional resources towards case management types 
of services for the elderly. The Geriatric Evaluation Services (GES) gets referrals 
from hospitals, the community, or other sodal service agencies to evaluate elderly 
individuals, determine whether th^ should be institutionalized, and if not, what 
services and public assistance might be available to them to remain in the commu- 



viduals to services. They also have "gw>fimng dollars" available to provide limited 
financial assistance where it cannot be round elaevdiere. Most of these resources pay 
for personal care, home health aides and homemaker or chore services. Gateway 
now has a caseload of 260. It previously had a caseload of 300 clients when it operat- 
ed under a Federal demonstration grant called Channeling. While Gateway is often 
referred to as the nuuor oommunity4Miaed care support f^ystem for the elderly, it 
now has a four month waiting list It has stopped accepting any additional referrals. 

The Baltimore City Health Department (jSCHD) provides gap-filling services as 
well, where possible. The office <n Special Home Services has a client caseload of 
over 2,000 individuals who are served by hmne health aides or provided with home- 
medcer and chore services. 

Some non-profit providers and charitable organizations are also picking up part of 
the burden, but clearly not meeting all of the demand. 

The BCHD has b^an to look at expanding home health services and at providing 
a more comprehensive case management service for the elderly which would direct 
people to other needed services, because it is evident that needs are not being met 
While the numbers are difficult to document precisely, the repeated stones bv 
caseworkers and referral services clearly indicate a shortage of services. The overall 
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picture of care for the elderly is one of great fragmentation and frustration. The 
needs are there for medically oriented services, but the demand is also great for ad> 
ditional social services. 

Let us look at a few Baltimore examples. Cataract surgery must be done on an 
outpatient basis. There is no consideration or concern about a patient's age or physi- 
cal capacity. The sur^ry is done without hospitalization regardleas. Patients are 
therefore sent home hterally blind. If thev have a family, there my be no problem. 
Without some support, the person often fails to receive the proper post-op medica- 
tions. The patient's nutrition, housing or otherpersonal needs are not met. 

An eldeny couple is basically homebound. Ilie husband is ^ years old sufTeriog 
with emphysema, arthritis and has an oxygen supply at home. His wife is 62 years 
old and is a leg amputee, confined to a wheelchair. Both are taking prescription 
medications for their chronic illnesses and receiving homecare services &om Catho- 
lic Charities. 

They were receiving Medicaid coverage until they applied for SSA disability bene- 
fits and increased their familv income. They were terminated from Medicaid as a 
result, but complain additional income is not sufficient to cover their combined med- 
ical expenses. 

A 76 vear old woman was admitted to a local hospital with a historv of heart fail- 
ure and heart disease. She was discharged with no in-home medical assistance or 
other needed services. After she was at home alone, a sodal worker from Jewish 
Family and Childrens Service visisted her and found her veiy Dl. It turned out she 
had a second heart attack. She became so weak, she had to be put in a nursing 
home. 

A widowed elderly gentleman, aged 64, has had multiple strokes. He has been at- 
tending Eating Together in Baltimore sites for r^gular meals and social contact. His 
lack of mobility has left him depressed and h e has begun drinking again. Because of 
his alcoholism problem, he no longer attends ETIB. His nutrition status and person- 
al needs are no longer being met. He is on a waiting list for mental health and 
chore services. 

Cases such as these tend to involve not only medical needs, but social needs as 
well. Caseworkers spend numerous hours looking for appropriate services and fund- 
ing sources in a di^ointed, underfunded system. In many of these types of situa- 
tions, individuals may eventually be institutionalized, when thev might have been 
cared for in the community because not enough services could be found or pur- 
chased for them. 

Comprehensive services must be provided to insure the health and well being of 
the elderly in the community. A paickage of services witii a good case management 
system to coordinate all of them is essential. Services should include: nurse assess- 
ments; home health services including skilled nursing and personal care services; 
chore, homemaker services; mental health services; transportation; housing referral; 
educational services; and nutrition services. 

Efforts should be made to keep the individual in the communitv as long as possi- 
ble. However, in planning for care for the elderly, we must also think in terms of a 
continum of care. There will always be a need for some institutional care. Access to 
good hospital care will be important as well. 

At the other end of the spectrum, good preventive care is essential. Not ^i^oiJlSh 
attention is paid to preventive services which may save money in the long run. llie 
list of uncovered benefits under Medicare is a gpod indication that we are not meet- 
ing preventive medicine needs: routine physical examinations; dental care; eye 
exam and eyeglasses; routine foot care; immunizations; hearing aids; drugs and 
medicines; and outpatient alcohol detoxification. 

When financial resources of the elderly dwindle, routine doctor visits and other 
basic needs are often eliminated from the budget. Increased premiums and deducti- 
bles under Medicare provide f^irther incentive to go without needed medical treat- 
ment until the crisis arises. Another sad phenomenon is die migration of physicians 
from poorer urban areas. They would sooner move to outlying, wealthier suburbs 
where they can be more assured of getting full reimbursement. 

HMOs designed for care for the elder^ may be one solution, but these projects 
are still financially risky, and may not always be able to provide the complete spec- 
trum of essential preventive and treatment services. 

In summary, it would be remiss for you at the Federal level to assume that states 
and cities will solve the problems of cara for the elderly. Your input will continue to 
be essential. We will need increasing support as the population grows older. 

Actions of the past few years are not promising. 1 am very concerned about cut- 
backs coming at a time when we should be looking at increasing resources for this 
particular segment of the population. The gape you are creating in the system in 
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both medical services and social services cannot be magicaUy filled by state and 
local govemmentB. It appears that not much forethought has been given to the pos- 
sible negative outcomes of Federal policy changes. 

Shorter hospital stays are causing a myriad of difficulties and may not be as cost- 
effective as mtiaUy thought They are transferring costs from hospital care to nurs- 
ing home facilities and home care. There is also some information that readmissions 
are increasmg, and cancelling the cost savings initiaUy intended. 

Other Medicare and Medicaid cuts are resulting in further transfer of costs from 
the Federal level to the state and local level as well as the pockets of the elderly. 
Social program cuts are adding significantly to the local burden. 

If we are to be forward looking and humane, we mu6t find cost-effective, creative 
solutions to the growing demand for services. CSertainly, comprehensive services at 
the community level are desirable. We should keep in mind that a continuum of 
care will be essential, including at one end preventive care services, and at the 
other, institutional services. 

Work with us. Do not leave us stranded. Financially strapped localities cannot 
handle the burden. If you don't plan with us and support us, the real tragedy will 
be the people who do not have access to services they require. 

The Chairman. Thank you for a very excellent testimony. It is 
usually under our procedure that we ask questions of the witness. 
We are not going to ask questions at this time due to the fact that 
the Governor is here, and we would like to hear from him. And 
then we would like to ask questions of both of you. Will you please 
remain. Thank you very much. 

Mr. Skelton? 

Mr. Skelton. May I ask unanimous consent that my statement 
be included in the record after yours and Mr. Regula's? 

The Chairman. Without objection. 

Would anybody else like to make a similar request? 

Ms. Oakar. Mr. Chairman, I would. Thank you. 

The Chairman. All right, without objection. 

All members, then, can submit their opening statement to 
appear in the record inunediately following that of Mr. Regula. 

Governor, I would like to welcome you to the committee this 
morning. Congressman Pepper, who was here earlier, was going to 
mtroduce you. I am going to ask now that Congressman Mica make 
the introducion at this time. 

Mr. Mica. Thank you, Mr. Chairman. I would just like to take a 
moment and say welcome to Gov. Bob Graham of the State of Flor- 
ida for being here today, and we appreciate your taking time out of 
your busy schedule. 

Florida, with the most rapidly growing senior citizen's population 
in the Nation is indeed a laboratory for the programs that will 
effect all of the Nation. Under our Governor's leadership, we have 
done a phenomenal job in breaking new groimd and trying meth- 
ods and new approaches. And while we are doing it, the Governor 
has done a tremendous job in saving money. I think he will point 
out to us some of the nght ways to approach some very difficult 
problems, and some of the wrong ways that have been suggested. 

And with that, I would like to welcome our Governor, Gov. Bob 
Graham from the State of Florida. Thank you, Mr. ChaLman. 

The Chairman. Thank you. Governor, Senator Pepper, just 
before he left said that you and Mrs. Graham were the best friends 
that the elderly could possibly have in this Nation. I therefore, in 
that spirit, welcome you. Will you please proceed in any manner 
that you may desire? 



44 



STATEMENT OP HON. ROBERT GRAHAM, GOVERNOR, 
STATE OP PLORIDA 

Governor Graham. Mr. Chairman, thank you very much. To my 
good friend, Congressman Mica, I appreciate those generous words, 
and also the words of friendship by Senator Pepper. There is no 
question as to who is the best {Hend of the older American in our 
country. Senator Pepper. 

I would like to begm by expressing my appreciation for this com- 
mittee's diligence on behalf of the needs of the older American. 
Since preparing my testimony, I have read news accounts concern- 
ing the administration's proposed cuts in a Medicare Program re- 
lating to home and community-based care. Without full details it is 
difficult to comment analyticiedly. However, cuts in this program 
will tend to make it more difficult to implement long-range strate- 
gies for promoting good health and lowering health cost. 

This appears to be a Federal policy which will show a short-term 
economic gain, but only at the cost of significant long-term damage 
and fiscal cost. 

The State of Florida is grateful for the opportunity to present 
testimony concerning the issues of aiging and health care costs, two 
of the areas in which our State has been listed as a megatrend 
State. Our State, like yours, Mr. Chairman, has set in motion 
trends which affect the rest of the world and will do so for years to 
come. 

Florida today is America's No. 1 retirement State. Approximate- 
ly one-fourth of all Americans who leave their home at the time of 
retirement move to Florida. In statistics released last week by the 
Bureau of Census, Florida heads the list of States with high popula- 
tions of persons over the age of 65. As of July 1, 1984, Florida had 
1,931,000 citizens over the age of 65, an increase of 243,000 since 
the 1980 census. 

What have we learned about the aging population in Florida? 
First, we have learned that developing strategies for dealing with 
the issues related to aging is not solely the role of government. 
There is a role for the individual. There is a role for families, for 
communities, for society as a whole through government, private 
organizations, and business. 

Second, we have lectmed that senior Floridians are getting older. 
The fastest growing segment of our aging population is composed of 
people who are over the age of 85. Tliird, we have learned the eco- 
nomic devastation which often accompanies long-term institutional- 
ization. The University of Florida Centar for Health Policy Review 
reported that 34 percent of all private pay patients in nursing 
homes in 1983 exhausted their entire fmancial resources within the 
first 4 months and resorted to medically indigent status. 

These elements combine to squeeze older Americans and' their 
families. As more and more Americans live longer, they run a 
greater and greater risk of needing long-term care. But the cost, 
human and fiscal, of that care continues to rise. 

The result is that if we continue current attitudes in policies, 
there is likely to be a signiHcant increase in the number of Ameri- 
cans who end their days on Medicaid in a nursing home after 
having exhausted all their resources. The good news is that it is 
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both possible and desirable to postpone, even prevent, the need for 
institutional care for substantial numbers of senior Americans. Al- 
though Florida has the highest proportion of its citizens over the 
age of 65, in excess of 1 out of 6, Florida is 49th among the States 
if 65* nursing home beds per 1,000 persons over the age 

^^^J^aP ^ beds per 1,000 of our population over the 

age of 65, as agamst the national average of 54 beds per 1,000 in 
the population over 65. One reason for that low number of nursing 
home beds m Florida, is Community Care for the Elderly. This pn? 

gram helps senior Floridians remain active and independent at 
ome and m control of their own environment. 
Medicaid funds only 8 percent of the cost of this program. State 
fundmg has mcreased by 338 percent since 1981. This year's legis- 
lature appropriated an additional $3.5 million, raisiiig the tdtal 
budget to $26 mUhpn. This is not enough. Today we are meeting 36 
percent of the need for such services. Our goal is to fully meet the. 
demand for services within the next decade. In addition, Florida 
• ^T."* programs without Federal assistance. One 

IS the Florida Home Care for the Elderly Program. This program 
provides a direct subsidy to family care givers who maintain a frail 
elderly person m their own home. 

Tliis pr^am provides an average subsidy of $122 a month to 
stabilize the home environment of a person who otherwise would 
be eligible for a Medicaid supported nursing home— at a savings to 
the taxpayer of $10,000 per patient per year. We are doing this be- 
cause It IS the right thing to do, and also because it is the prudent 
thmg to do from a cost standpoint. Community care provides an al- 
ternative to a nursing home at a fraction of the cost with better 
quality of life. 

Consider some of the evidence. In Panama City in the district of 
Congr^man Earl Hutto, the Bay County Council on Aging pro- 
vidM 6 months of services such as Meals on Wheeli?. the Senior 
Center, adult day care and transportation at the same cost at 10 
days m a nursmg home. And that equation— 6 months of services, 
equals the coat of 10 days in a nursing home— does not compute the 
incalculable human benefite to the senior Floridians who avoid the 
tragedy of premature institutionalization. 

Consider a few of the lives that community care has enriched- 
Community Care provides a 74-year-old Linda Robinson of Hialeah 
in the district of Congressman BiU Lehman with help to shop, 
clean her home, do her laundry— and to cope with the recent death 
ot her husband. Community Care means Meals on Wheels to Maria 
Monzona of Little Havanna area in Miami in the district represent- 
ed by Congressman Claude Pepper. She is 95 years old, happy to be 
m her three-bedroom apartment in a neighborhood and cultural 
environment of her own choosing. And to Mr. and Mrs. David 
Traub of Pompano Beach in Congressman Clay Shaw's district. 
Community Care means continuing to live together at home de- 
spite Mr. Traub s growing infirmities. 

For 4 hours each week, Mrs. Traub, who is 80, is relieved of her 
responsibihty of caring for her 87-year-old bedridden husband 
ir^rrT '^tho"* ^orry are what Community Care means to 

Mrs. Traub. To her husband it means remaining in comfortable, &- 
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miliar surroundings— and retaining control over his own life. These 
human examples have taught U3.in Florida that the gatekeepers in 
our health care system should inform themselves of alternatives to 
nursing home care and utilize in every case the option which is 
least confining and therefore also probably the least costly. 

Federal policy which nms counter to this desirable outcome 
ought to be reviewed and altered. We are grateful for the opportu- 
nity to participate in that review. 

The gatekeepers for Medicare, Medicaid, and other forms of 
health insurance should be encouraged and provided the option of 
placement of older Americans in altematives to nursing homes. 
Once placed in a nursing home, there is a tendency to institutional* 
ization which resists return to a less custodial setting. 

The experience in Florida is that two-thirds of those who enter 
nursing homes as private pay patients will soon exhaust their re- 
sources and ultimately be supported by Medicaid as a medically in- 
dig:ent. 

Another key to broadening the system to prevent the spending- 
down of life savings of millions of middle-class Americans is the 
Medicaid home and community-based services waiver. 

This program permits the Department of Health and Human 
Services to waive the restrictions on the use of Mediccud funds, al- 
lowing us to use these funds to help people avoid, institutionaliza- 
tion. By waiving the restrictions, we can divert funds from high 
cost services in hospitals and nursing homes into an efifort to pro- 
vide the types of care I have just described — much less costly care 
at home which can prevent the isolation and high cost of a nursing 
home. 

We have just completed our first 3-year cycle under a Medicaid 
home and community-based services waiver. Florida recently was 
granted an extension of this waiver for our elderly clients in the 
program. 

Based on these experiences we can offer five specific recommen- 
dations. First, eligibility criteria for participants must include not 
only those on the verge of nursing home care, but also those whose 
infinnity requires stabilization for continued home care. Preven- 
tion, early intervention, and stabilization are the goals we should 
establish and achieve — not limit ourselves to crisis man£«ement. 
The immediate prospect of nursing home placement should not be 
the overwhelming criterion for acceptance into the home and com- 
munity care programs. 

Second, alter the fee structure for middle-income participants to 
encourage rather than discourage, participation in home and com- 
munity-based services. If you earn $670 a month, you pay $345 a 
month for services. A fee this high discourages many from seeking 
the care that we are seeking to provide. 

A third recommendation is to rescind regulations linking the 
number of people eligible to participate to the availability of 
vacant nursing home beds. Last year, average Medicaid nursing 
home care cost $12,000 per patient. But the cost per participant in 
home and community-based services was only $3,500. When you do 
the mathematics of the cost of this policy, you discover that for the 
8,000 participants in Florida's program. Medicaid enjoys an annual 
cost reduction of $36 million. 
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We ask. therefore, Mr. Chairman, that this unrealistic policy of 
tying the number of eligible participants to the number of vacant 
nursing home beds be rescinded— so that we can reach our goal to 
contain the cost of care through the development of community al- 
bernatives* 

Our fourth recommendation is to build into this program a 
growth factor. Flonda is among America's fastest growing States 
with an average annual increase of population of 300,000. Over 40 
percent of that increase is represented by Americans 55 years of 
age or older. Over 20 percent is represented by persons over the 
age of 65. Should those citizens ftx)m Ohio, Michigan, Pennsylvania, 
or New York be penalized by the denial of access to this communi- 
ty-based program merely because they decided to retire to Florida? 

Our final recommendation is to encourage this committee and 
the Congress to consider Senate bill 1277. This l^islation, spon- 
sored prmcipaUy by Senator Bradley of New Jersey and Florida's 
senior Senator, Lawton ChUes, does two things: It makes home and 
community-based services a standard option each State's Medicaid 
R , '^^4 attacks the Medicaid bias in a fee structure, lowering 
it by $150 per month. * 

Let me reiterate my thanks to you, Mr. Chairman, for the oppor- 
tunity to share the experience of America's No. 1 retirement State 
with this committee and to thank you and the members of this 
committee for sharing the concern we feel for our senior Ameri- 
cans. 

[The prepared statement of Governor Graham follows:] 
Prepared Statebont of Hon. Bob Graham, Governor, the State of Flortoa 

Good morning: Let me begin by commending the members of this committee for 
your diligence m meetmg the needs of Americi?8 aging population. 

wKiSf ^ JfS°Sf^ "® *!i regtadieBB of what age group into 

which we may M today. Every one of us has the potential to be Se<5ed by the 
issjes of Social Security, long-term health care, and the rising cost of both. 
iJPitl^ 1^ ^^"^ ffrateful for the opportunity to present testimony concern- 
mg the i88u^ of agmg and health care costs, two of the areas in which Florida is a 
m^^trend state. 

Ours is a state which, like California, sets in motion trends which affect the rest 
ot the world m the years to come. 

Florida today is America's number^ne retirement state. Approximately one 
to j^ri^ Amencans who move from their home states after the age of 60 move 

In ^ti^a rel^sed last week bv the Bureau of the Census, Florida heads the list 

? qS^^ASI ' P^E.^^^^?; ®^^*^^y citizens. As of July 1, 1984, Florida had 
1,931,000, an mcrease of 243,000. » imu 

By the year 1990, one Floridian in five will be age 66 or older. 

That oyer-66 s^ent of Florida's population is growing nearly twice as fast as 
our population as a whole. ^ 

Flonda is a nation^ laboratory in this critical area of study and action. What we 
today will influence the direction of America in the 1990s and beyond 

What have we learned about the aging population in Florida? 

Jtert;, we have learned that developing strategies for dealhig with the issues relat- 
ed to aging IS not solely the role of government. There is a role for the individual, 
for our faimlies. our commumties and society as a whole, through government, pri- 
vate oi^anizations and business. » a "*x«aiw i^n 

Our destination is the goal of encouraging people to stay healthy, to promote well- 
nws and prevent illness, to defer long-term care or prevent it all together. 

becond, we have learned that Senior Floridians are getting older. The fastest- 
growing s^ent of our aging population is composed of those age 85 and above. 

Because the incidence of illness requiring nursing-home care is associated with ad- 
vanced age, such an increase in the ranks of those over age 86 indicates that a grow- 
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ing number of Floridians will require long-term care, raising the issue of how the 
bill for such care will be paid. 

Today that cost is borne alternatively by society or the families of the elderly in- 
volved. 

Third, we have learned, unhappily, that the costs of long-term care are continuing 
to rise. According to Dr. Elain Brody, a nationally recognized expert with the Phila- 
delphia Geriatric Center, families today provide for 80 per cent of the care i^equired 
by the elderly in America. But when nursing home care is required, at a cost of 
from $15,000 to $50,000 a year, the impact is devastating on almost any family. 

The University of Florida Center for Health Policj; Rsview reported that 34 ijer 
cent of all the private-pay patients in nursing homes in 1983 ejchausted their entire 
financial resources within the first four months and resorted to Medicaid. 

These elements combine to squeeze older Americans and their families: Aii more 
and more Americans live longer, they run a greater and greater risk of ntseding 
long-term care. But the cost of that care continues t J rise. 

Based on information from the University of South Florida Suncoast Gerontology 
Center in Tampa we can project that of all the individuals who enter a nursing 
home as private-pay patients, two-thirds will ultimately find themselves on the Med- 
icaid rolls after spending their life savings on care. 

The result is that, unless society intervenes, there is likely to be a significant in- 
crease in the number of Americans who end their days on Medicaid in a nursing 
home, having exhausted all their resources, in a medicaUy indigent position. 

What have these facts taught us in Florida? 

The first lesson we can draw is that it is both poesible and desirable to postpone 
and even prevent custodial care. 

In Florida we have established a program called Qommunity Care for the Elderly, 
which helps Senior Floridians remain active and independent, at home and in con- 
trol of their own environment. 

Medicaid funds only eight per cent of this program in Florida. State fiinding has 
increased, however, by 338 per cent since 1981. This year's Legislature appropriated 
an increase of $3.5 million, raising the total budget to $26 million— but it is not 
enough. We are meeting only 36 per cent of the demand for such services. 

In addition, Florida has initiated new programs without federal assistance. One is 
the Florida Home Care for the Elderly Program. This program provides a direct 
subsidy to family care givers who maintain a frail elderly person in their own home. 

This program provides an average subsidy of $122 a month to stabilize the home 
environment of a person who otherwise would be eligible for a Medicaid-supported 
nursing home— at a savings to the taxpayer of $10,000 per patient per year. 

In part because of these programs, and in part because of such factors as climate 
and overall good health, Flori& has America's second lowest ratio of nursing home 
beds to our elderly population— only 23 beds for each 1,000 citizens age 65 or older. 

We are doing this because it's the right thing to do— and also because it's a pru- 
dent thing to do, from a cost standpoint. 

Community Care provides an alternative to a nursing home at a fraction of the 
cost, with vastly better quality of life. 

Consider some of the evidence: ^ 

In Panama City, in the district of Congressman Earl Hutto, the Bay County Coun- 
cil on Aging provides six months of services such as Meals on Wheels, the Semor 
Center, admt day care, and transportation at the same cost as ten days in a nursing 
home. 

And that equation— six months of services equals the cost of ten days m a nursmg 
home— does not compute the incalculable human benefits to the senior Floridians 
who avoid the tragedy of premature institutionalization. Consider a few of the lives 
Community Care has enriched: 

In Sarasota, in Congressman Connie Mack's district, 80-year-old Nellie Thomas 
was living in a deteriorating rental apartment on the outskirts pf town last yar. Her 
general weakness made it virtually impossible for her to take care of her home, 
even with help. . ^ , . 

Fortunately, through the Community Care program, Mrs. Thomas was assisted m 
moving in with a neighbor whose husband had died and left her with a three-bed- 
room house. 

Together, these two women are caring for each other with help from the Commu- 
nity Care for the Elderly program. Both are in better spirits and better health. 

hi Congressman Bill Young's district, in the Pinellas County community of Largo, 
Mr. Ueckerman is a victim of Alzheimer's Disease. His condition was diagnosed in 
1970 and has steadily progressed over the past 15 years, with frequent crises and 
continuous need for assistance. 
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r^^fr^tvl^r'S"^'* ^ several state legislators to thank them for the Community 
Care for the Elderly program. She says the initials of that program, OCE. reaUy 
stand for "conscientious, caring efforts/' 

nn^S^'^'^^^T^I?^'^®^ 74-vearK)ld Linda Robinson of Hialeah, in the district of 
angressman BiU Lehman, with help to shop, clean her home, do her laundnr-and 
to cope with the recent death of her husband. ana 

ar^TlS^!l!jf,irr*5?2 '''' to Maria Manzano of the Littie Havana 

^ ^ . district represented by Congressman Qaude Pepper. She is 96 

yeas old and happy to be m her three-room apartment in a neighborhood and cul- 
tural environment of her own choosing. itjuuurxiuua ana cm 

^ ^ . '^^^^ Pompano Beach, in Congressman Qay 

Shaws district, Cpmmimity Care means continubg to live together at home despite 
Mr. Traub's growing mfirmities. u^fh« 
«f nol^lJlI'f each week, Mrs. '^aub, who is 80, is relieved of her responsibilities 
of carmg for her 87-year^ld bedridden husband These four hou« without worry are 

TJ^^^r!TiS^^ ^ '''^ ^er husband, it means rem^dning 

m Mmfortable, fMnihar surroundings-and retaining control over his own life^^ 

inese data, and more, have taught us in Florida a second lesson: 
f hiti^li^? u "gate-keepers" in our healthcare ^m should inform 

themselves of alternatives to nursmg-home care and utilize in eveiy case the option 
which 18 1^ confining, and therefore also probably the least costly. 

A third lesson we have l^ed is that federal poligr which runs contrary to this 
outcome ou^ht to be reviewed and altered. We are grateful for the oppor- 
tumty to participate m that review. "h*^* 

*f.y ^ ^jpa^*^ the system to prevent the spending-down of the lifeswvings 
^^^^^^ftrnddlehflass Americans h the Medicaid Home and Community Bmd 

^iP^^^^^ peraiits the Department of Health and Human Services to waive 
the restrictions on the use of Medicaid funds, aUowing us to use these funds to help 
people avoid institutionalization. *^ 
By waiving the irestrictions, we can divert funds from high-cost services in hospi- 
tals and nursing homes mto an eflFort to provide the types of care I've just de- 
scnbed-much lees cosUy care at home which can prevent the isolation and high 
cost of a nursing home. 

nnml!j«lIL^?*i?'^^ toeeo^ pycle under a Medicaid Home and 

Community Based S^ces Waiver. Florida recently was granted an extension of 
this Waiver for our elderly clients in the program. ^t*^™^^" 
u i^ . . three years under this program, we have experienced restrictive eligi- 
bility pohcies, regulations which preserve the institutional bias of the Medicaid^)- 
^"^1 l™itotions on Uie number of Senior Floridians who may participate 

r^ardlees of ehgibOity, regulatory provisions whwh prevent growing stetw such as 
o^elrteSn ^St and an elaborate and prolonged review of 

t^.*?® experiences, we can offer five specific recommendations: 
J?1rst, eli^bility criteria for participants must include not only those on the venze 
of nursmg-home care, but also those whose infirmity requires stabilization for con- 
unuea nome care. 

? danger of placement in a nursing home meet the level- 

of-«ire critical for the Commumty Based Services waiver. If our common goal is to 
mrnntam our elderly population in their homes, this is counter-productive 

We are ignonng problems at the stage where they are most likely to be solved 
quickly and relajavely inexpensively, and deliberately aUowing the to reach the 
cnws point— a pomt at which it is often too late to prevent institutionalization 

Frevention, early intervention and stabilization are the goals we should establish 
and achieve—njrt cnsis management. The immediate prospect of nursing home 
pigment should not be the overwhehning criterion for acceptance into the home 
and commumty care program. 

Second, alter the free structure for middle-income participants to encouraee 
rattier than discourage, participation in Home and Community Based Services ' 

The waiver continues to institutional bias of the general Medicaid program. This 
bias IS evident in the eljeibility criteria for clients whose income falls between two 
pomt on the scale—the Social Security Income program limit of $325 a month, and 
the Institutional Care Program limit of $842 a monUi. 

For those witiiin that range, a fee for services is required. This fee is determined 
to wff^Si?* P"^*^^ income" level of $326 a month, and applying the fee 
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If you earn $670 a month, you pay $345 a month for services. A fee this high dis- 
courages many from seeking the care which we are seeking to provide. 

The goal of eliminating the institutional bias of the Medicaid progrem is not 
being realized because the regulations are excessively restrictive. We recommend re- 
ducing those fees significantly to encourage more people to participate. 

A third recommendation i£ to rescind regulations linking the number of people 
eligible to participate to the availability of vacant nursing home beds. 

As I mentioned earlier, Florida has America's second-lowest number of nursmg- 
home beds per 1,000 people over the age of 65. , . * xi. r- 

This policy rewards the success of our efforts to keep people out of the confine- 
ment of nursing homes with this punitive outcome: ■ . , 

Because of the cap tied to nursing-home beds, we can serve only approxunately 
8,000 individuals. But there are thousands more elderly people who need the Home 
and Community Based Services program. *,„««^ x- x t> x *u 

Last year, average Medicaid nursing home care cost $12,000 per patient, but tne 
cost per participant in House and Community Based Services wm only $3,500. 

When you do the mathematics of the cost of this policy, you discover th&t for the 
8,000 participants in Florida's program. Medicaid eiyoys an annual cost reduction of 

^W™ Mk%herefore, Mr. Chairman, that this unrealistic policy be rescinded— so 
that we can reach our goal to contain the cost of care through the development of 
community alternatives. 

Our fourth recommendation is to build into this program a growth factor. 

Florida is among America's fastest-growing states, and our elderly population s^- 
ment is growing as rapidly as any. Last fall we moved from seventh to sixth on the 
list of America's 10 most populous states, and by the year 1988, it is projected that 

we will be fourth. . ■ _x j xi. -x- 

Millions of our citizens come from other states, Mr. Chairman, just as do the citi- 
zens of your own home state of California. . xt v i i 

Should those citizens from Ohio, Michigan, Pennsylvania or New York be penal- 
ized by the denial of access to this program, merely because they have decided to 
retire to Florida? . ■ _x x ^ 

This growth cap will deny needed care to citizens now hvmg m the states repre- 
sented by the members of this committee. Surely, your constituents deserve better. 

Here is a program which works, which restores dignity to elderly Americans, and 
which is cost-effective. , . , . , x -x i xu ^ 

Why should we limit the growth of a program which tends to curtail the c<»t ot 
long-term care, offers cost savings every year, enriches the quality of life of the 
people it serves, and maintains infirm elderly Americans m famihar surroundings, 
m their own homes, with their own families? 

Why limit the growth of a program that does all that? x- n 

Our final recommendation is to encourage this committee and the entire U)ngres8 
to consider supporthig Senate Bill 1277. « „ ^ *t t j m 

This legislation, sponsored principally by Senator Bradley of New Jersey and tior- 
ida's Senior Senator, Lawton Chiles, does two things: . ^ . . , 

It makes Home and Community Based Services a standard option m each state s 
Medicaid plan, and it attacks the Medicaid bias in the free structure. ^ , , ^ 

The first aspect would make this outetandine, cost^ffective program standMd, not 
something accompanied by the onerous regulatory processes through which state 
must now go • • 

The second element of this bUl reduces the fees charged to TomAdle-mcome partia- 
riants by $150 a month, by raising the "protected income ceiling* from $325 a month 
to $475 a month. This wiU bring the benefits of this program to elderly citizens 
whose only choice toda;r is to wait until their health deteriorates to the pomt at 
which they require institutional care. ^ . ^ ^, ^ -x, x 

Let me reiterate my thanks to you, Mr. Chairman, for the opportumty to share 
the experience of America's number-one retirement state with this committee, and 
to thaS you ar-d the members of this committee for sharing the concern we feel for 

our elders. . i ■ ■ xi. ■ 

The Senior Floridians with whom I talk want to live out their hvos m their own 
homes, with the same dignity, independence and freedom of choice that we aU chei^ 
ish at every age 

The regulatoiy structure of the Medicaid program today interferes with that fun- 
damental of American freedom. . , ^ A rn^,.iJ- 

Thank you for responding to the need m the lives of older Americans in Flonda— 
millions of them originally from other states. And thank you for helping them to 
lead independent lives, by restoring this vital link in the long-term care system. 
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The Chairman. Governor, I would like to thank you for your tes- 

fwfL*J^K?"°™^'^*^°iy?'?' comments, I definitely say 
that the problems that you find in Florida, you seem to find aWS 
Baltimore and m other cities throughout the United States. We 
seem to have somewhat of a unique problem in Florida, due to the 
fact that It IS a retirement community. 

It IS mjr understanding, however, that if one compares that with 
rim^^ii?!"^"; communittes that you will find thatSe are dso 
compM-able. But we are told by the new regulations under Medic- 
aid s home and community-based program will discourage States 
from participatmg. Do you agree with ttat? -rotse owich 

wiST^°i Graham, lir. Chairman, I have listed the areas in 
which we have found concerns, such as the linkage of the number 
of el^ble participants to the number of vacaatnirreing homeK 
Sti, "^^ iv """i^ currenpy in terms of population growth 
witii eligibility, and the fee structure which Murages mmy 
SiS^SS^^ elderly fix)m taking advantage of the (^nmuiSty- 

5®^®^ ^' evidence of our State supports this, that 

effective commumty-based programs which are targeted at early 
intervention and the maintenance of weUness, at the prevention of 
he^th care crises, is both humane and cost effective. I indicated 
o^^fv.i^i'J^te''^ ^"^^ the highest proportion of our populatton 

If we had as many nursing home beds in Florida as the national 
averse, with pur large population we would have enormous addi- 
tional economic costs, costs to the individual and costs to govern- 
ment at the Federal and Stete level. Bwvern 

We believe that regulations of the administering agency which 
have the tendency to restrict participation in alternative communi- 
programs are not only adverse to the interest of the older 
American, but are adverse to the interest of all American taxpay- 

PoSltS^f^- «^*"ation as we see it, and as we have been 
constantly told hearing after hearing, is that hospitals are pres- 
sured to reduce costs so what they do is to discharge patients early 
These people much of the time, are still ill when tiTey go home 
but they are demed nursmg home and health services imder Medi- 
care. AaA many of them are not poor enough to qualify under Med- 
icaid. What happens to them? i j xueu 
For example, you told the committee that 34 percent of the 
senior citizens m Florida exhausted their means within 4 months. 
What happens to thesepeople? 

^S7™S5 V^®y become medically indigent and eU- 

gible for Medicaid, and at that point they become a^ponsibiUty 
of Federal and State government under the Medicaid Program 
You also have an mdividual who has spent a substantial number of 
weeks m an institutional setting. It is very difficult to then return 
that mdividual to a less custodial environment. 

We ttunk that it is critical that there be a close interface be- 
tween Medicare and Medicaid in terms of that initial admission to 
an iMtitutional setting, because once that is made, there is great 
likelihood that that mdividual will continue to stey in that setting 
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and an even greater likelihood that while he is there, he will ex- 
haust his financial resources. It then becomes a virtual certainty 
that he will become a financial responsibility of the State and Fed- 
eral Government for the balance of his life. 

The Chairman. Thank you, Governor. I have some questions I 
want to ask the mavor along the same lines, but we will wait until 
after you have finished your testimony. Mr. Regula. 

Mr. Regtjla. Thank you, Mr. Chairman. 

Grovemor, have you taken any steps to consolidate the health 
care delivery systems for long-term care in the State of Florida in 
an effort to cut administrative costs while at the same time im- 
proving services. Most of the States have a proliferation of agencies 
dealing with problems, and I think there is a lot of duplication of 
administrative cost. I would be interested in what you have done, if 
anything, in Florida to address that problem. 

Governor Graham. Our basic social health service agency, the 
Department of Health and Rehabilitative Services, is an int^ated 
agency, which has responsibility for all of the programs that relate 
to elderly care, either community-based or custodial. Through that 
system we have established a gatekeeper function in which we try 
to place the elderly person in the least restricted environment ap- 
propriate to his needs— starting from community-based programs, 
then to various forms of nonmedical custodial care, various forms 
of elderly housing programs, and, only as it is necessfiuy for medi- 
cal reasons, placing individuals in nursing homes. 

Mr. Regula. Governor, do you find this system as working well 
and also do you find that any of the Federal regulations inhibit 
your ability to consolidate these services for the elderly? 

Governor Graham. The evidence of the low ratio of nursing 
homes to population is evidence of the effectiveness of the program 
of trying to restrict the use of nursing homes, the most expensive 
long-term health care option, to the maximum extent possible. I in- 
dicated in my remarks some of the areas in which we believe that 
Federal changes in law or regulation would be beneficial to us. It 
would be beneficial to us if under the Medicare Program there 
were a greater orientation to use less restrictive care settings than 
nursing homes because of this domino affect — a person who enters 
under one program has a high probability of ending up as a Medic- 
aid client. ., 

Second, it would be helpful if under Medicare and Medicaid 
waivers there was greater recognition of the positive benefits which 
could be gained by funding noninstitutional, nonhospital, nonnurs- 
ing home programs to assist in maintaining a stabilized elderly in- 
dividual without waiting until he got into a crisis situation. 

The chart illustrates the disparity between the proportion of Flo- 
ridians over the age of 65, 17.6 percent of total population— as 
against the nation's 11.4 percent over 65 — while Florida has a ratio 
of 23 nursing home beds per 1,000 of persons over 65— as against 
the U.S. average of 54 per 1,000. 

Mr. Regula. You think this would result because those who tend 
to go to Florida would be economically in a better condition and 
also more mobile and would they tend to go back to their home 
once they reach a physical condition needing a nursing care, or is 
that factor in your judgment. 
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Governor Graham. Those are factors. I think it is accurate that 
ot thMe Americans who move at the time of retirement, that group 
probably represents a higher level of good health than those who 
elect to stay m then- original communify. It is also true that there 
IS some bUateral movement of the elderly returning to their homes 
at time ^^f crisis. But we are also experiencing a tremendous elon- 
gation of the age of our older Floridian. i 

In the 1980 census, those persons in Florida over the age of 75 
grew at a rate twice as great as the base population in Florida. The 
base population grew at 43 percent. Those over 75 grew at 86 per- 
cent, and as the statistics indicate, since the 1980 census those over 
85 are now outpacing those over 75 in terms of their rate of 
^°r^u ^ "^h^^ P^^ ^ facto™ together, I don't think 
that the Florida elderly population is an inappropriate one from 
which to draw some national conclusions. 

The Chairman. The gentleman's time has expired. Mr. Erdreich. 

Mr. Erdreich. Thank you, Mr. Chairman. w^"-". 

Governor, thank you for coming and appearing before us. I was 
interested m your comments about your State's Medicaid waiver 
for home services. I had sought to get such a waiver in Alabama. 
We got It, but from reading your testimony, it looks like the built 
m bias towara institutional care remains in that Medicaid Pro- 
gram. 

I was curious— one of your recommendations on page 6 of your 
testimony says that you would recommend rescinding r^ations 
that Imk the number of people eligible to participate to the avail- 
ability of vacant nursing home beds. Explain how that works right 
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Governor Graham. Under the current regulations, we are re- 
stricted to 8,000 ^persons participating in this waiver program be- 
cause of a formula which says the number that can participate has 
to be in relationship to the number of vacant nursing home beds. I 
f AAA : formula is. I know we have approximately 

5,000 to 6,000 vacant nursing home beds in Florida as of today. 

It seems to me that those two considerations, vacant nursing 
home beds and number of persons who can appropriately be served 
m a less constramed environment, are discrete considerations The 
goal ought to be to attempt to have an effective program that 
mamtams and stabilizes the older citizen rather than wtut until he 
IS on the verge of having to go into a nursing home before provid- 
ing him with some alternative services. 
Mr. Erdreich. Thank you. I appreciate that. 
Thank you, Mr. Chairman. 
The Chairman. Mrs. Schneider. 
Mrs. Schneider. Thank you, Mr. Chairman. 
Governor Graham, I wonder if you could address the question— 
we have mostlv been focusing on health care either instutionalized 
."°spitals or in nursing homies. But I would like to focus a 
little bit on home health care. And I just happened to have met 
with a number of constituents yesterday who work at a hospital 
who are concerned about the early dismissal of patients who are 
often times terminally ill, and yet are sent home. And then the 
problem, as they describe it, seems to be that the interveners, in 
this particular case. Blue Cross/Blue Shield, determines that be- 
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cause this person is terminally ill and because they do not need to 
have one form of either physical therapy or one form of assistance 
or another, that they are no longer eligible for insurance coverage. 

There seems to be a grassroots effort afoot to have the interve- 
nors become more responsible. What has been your experience in 
this particular area of the problem? 

Governor Graham. Our experience' has been that there is a tre- 
mendous bias toward institutional care as opposed to less restric- 
tive alternatives; second, that that bias is a strong component of 
Medicare, ^ledicare was originally conceived of as a crisis interven- 
tion program and has not developed an extended care component. 
That goes beyond the remarks that I made today, but it might be 
an issue appropriate for this committee to consider. For examples, 
what should be the role of a long-term care insurance program as 
distinct from a medically indigent program 

Mrs. Schneider. Right. 

Governor Graham. In the area of extended health care— in the 
context of a nation with an increasingly greater life expectancy 
and a higher and higher percentage of our people reaching ages 85 
ard beyond— the likelihood of a need for a long-term care insur- 
ance program becomes very high. 

In the private insurance industry there has been some increasing 
flexibility in terms of accepting alternatives to institutional care as 
being appropriate and compensable. We are working as an employ- 
er. The State of Florida is the largest single employer in our State 
to try to incorporate some of those principles in our insurance cov- 
erage for our citizens. 

Mrs. Schneider. But one of the alternatives, particularly in the 
area of the terminally ill is the hospice care alternative. And I 
wonder if you could just briefly incapsulate for us what has been 
your experience with the elderly using hospice as an alternative 
and the responsiveness or lack of responsiveness on the part of the 
private insurers. 

Governor Graham. Our legislature passed a hospice statute ap- 
proximately 5 years ago. It is still a relatively minor option of 
choice in terms of all older Floridians. 

Mrs. Schneider. Why is that? Is that just because the supply is 
not there or 

Governor Graham. I think it is a combination of the newness of 
the program and the idea. There is a great psychological barrier to 
one's accepting the fact that death is near and there is a need to be 
in a setting which transitions from life to death. That is not an 
easy decision for any human being to make. But I think it is a 
humane alternative, and I would anticipate that increasing num- 
bers of people will seek it out. 

It falls into the general strategy that we should not think of the 
elderly as being a homogenized segment of our population. The el- 
derly have the same range of diversity of interests, backgrounds, 
needs, personal desires as does any other group of Americans. And 
therefore to the extent that Government pohcy is relating to their 
need, they should have diversity, options, choice, and within that a 
bias toward independence, minimization of institutional csu% pre- 
vention, and good health. 
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Mrs. Schneider. Terrific idealism. Let's just hope we can all im- 
plement it. Th£ink you. 

Governor Gbaham. I think those two charts are some evidence 
that It 18 not a dream; that it can be made reality. 

Mrs. Schneider. Thank you very much. Thank you, Mr. Chair- 
man. 

The Chairman. Ms. Oakar. 

Ms. Oakar. Thank you, Mr. Chairman. 

Governor, I was very impressed with your testimony. It is a 
pleasure to see you here. And I was very impressed with Mayor 
bchaefer s testimony previous to your speaking, as well. 

You mentioned in your previous comments to the Congresswom- 
an that you seemed to think that there is a bias toward institution- 
al care which, of course, is much more expensive. And you said ear- 
ner that we need to maintain and sustain older people, and that's 
what Mayor Schaefer said, too. Once people get out of the hospitals 
you can t just leave them, you know, without any kind of care 

I Ml wondenng if you are aware of the fact that the administra- 
tion has just proposed to change the r^ations related to home 
health care, which would make it more difficult for providers to get 
reunbursed for home health care. It is about— I am trying to be 
generous, but it is about the most ignorant idea I have ever heard 
ot because home health care is good prevention, and it promotes 
cost containment, and, psychologically, it is better to serve people 
m their own homes. 

So I am wondering, you certainly serve a sizeable number of the 
elderly. What impact would not having a valuable home health 
care services have on your constituents? Should we be doing more 
m this area in terms of alternatives or less, or is the administra- 
tion on the right track in saying that cutting home care reallv 
saves money? ' 

Governor Graham. Madam Congresswoman, when you ask the 
question— does it save money— it depends upon what balance sheet 
you are looking at. If you are looking at the next quarter, the 
answer is, yes, it will save money in the next 90 days. If you are 
looking at the next 5 years, it is a tremendously counterproductive 
and expeiwive decision, because of the effect of that is to drive 
more people mto more expensive forms of health care. 

And, then, we must consider the human tragedy that will be oc- 
casioned by denying people the opportunity to do what they want 
to do— which IS contmue to live in their home— and instead force 
them prematurely into an institutional setting. There was an inter- 
esting survey published last week in the New England Journal of 
Medicme on the DilG Program, the diagnostic-related groups, indi- 
cating that there were great differences in the condition of patients 
wxthm a particular category. Under the current system, and with- 
out r^ard to that difference, the same amount of reimbursement 
IS available to the hospital provider for all persons. 

To me, that underscores the importance of having a post-hospital 
support system. That is, objectives of the DRG system is to encour- 
age hospitals to shorten the period of hospitalization. That would 
indicate that people are going to be released when they still are in 
need of some medical support The Home Care Program is the pri- 
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mary means of that support for those individuals who look to Medi- 
care for their financial pajrments of health-related expenses. 

If we cut that off, we are hitting them twice; once through a 
DRG system which tnmcates their care in hospitals, and then by 
restrictions on home health care which will dilute their posthospi- 
talization support system. 

Ms. Oakar. Governor, doesn't home health care also prevent 
people from going into or needing more expensive care. You know, 
we used to have a regulation— and in fairness, it was during the 
Carter administration— that said that you had to go into the hospi- 
tal for 3 days in order to be eligible for home health care. Well, 
through legislation we eliminated that because that didn't make 
sense. 

I just think that so many people are so afraid to look at alterna- 
tives which in the long run, as you very wisely pointed out, would 
save so much money and deal with the issue. And I just take such 
exception to what the administration is doing with respect to this 
renewed assault on home health care. We know that the heavy 
duty lobbyist are not in the home health care industry, you know, 
because it is not an expensive kind of care. 

I want to commend the chairman for his news release on that 
issue, because it is right on target. I really want to thank you and 
the mayor for being here. Your testimony was eloquent, and I feel 
very fortunaf^e to have listened to you today. 

The Chairman. Thank you, Ms. Oakar. 

Mrs. Bentley. 

Mrs. Bentley. Thank you, Mr. Chairman. 

Mr. Governor, I was interested in your statement, too, as well as, 
of course, from the mayor of whom we are all so very, very proud 
in the Baltimore area. Til get into that later. 

As the Governor of the third largest State and as we know you 
have not as many problems perhaps, but plenty of them. If you 
were able to get one thing done in the improvement of health care 
for the senior, let's say if you had one wish, what would you say is 
the most important thing to be done immediately by this Congress? 

Governor Graham. The most important objective is to mamtam 
the health of the older citizen. To accomplish that objective, I 
would encourage the Congress to look to means by which it could 
redeploy Federal health care resources into programs that had 
demonstrated their ability to maintain a level of good health 
among our older citizens— programs, such as effective social service 
programs, such as the Meals on Wheels Program. Nutrition is a 
m£gor health problem for many of our elderly citizens. 

Access to regular health checkups and screening so that diseases 
can be identified at an early stage and can be dealt with in the 
least harmful way to the patient and least expensive way to the 
patient and Government— those would be tactics within that goal 
of maintenance of health. I am afraid that the current system 
started with a bias when it was established in the mid 1960's which 
continues today, and that is crisis intervention. When you get sick 
enough to have to go into a hospital, then the calvary with aid 
comes across the mountain. 
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The goal ought to be to substitute for the calvary appropriate 
fJ^J^l programs that will prevent the necessity of plac 

mg that person m the hospital. 

• ^x^^iT^^ ^ very worthwhile for us to be think- 

Chairman. Thank you very much, Mr. Governor. 
The Chairman. Thank you, Mrs. Bentley. 

Governor, I think we ran over our scheduled time, but the mem- 
oers do have some questions or words of wisdom or welcome. I am 
going to permit a continuation of the questioning period. I am 
gomg to ask each member to limit themselves to one good question 
your colleague, the gentleman from your owii 

M ' i^""' ^i'??' ^T.?^ T important question at this time. 

Mr Mica. All right, I -yill try to be brief, Mr. Chairman. I would 
like to commend the Governor, again, for his insight and just point 
out to my colleagues what we have here today. Baltimore, they are 
having a problem with 13 percent over 65 in one city. Our city is 17 
percent over the age of 65. My district is 34 percent over the age of 

In heariP^ like this in Mprida, we had an individual sit before 
the microphone and say, "We m Florida have iong since lost the 
fear of dymg We are afraid of living and getting sick and not being 
able to pay the bill." That is the new fear in seniors in this Natiori. 
. Now, your study, Mr. aiairman, says that 60 percent of the nurs- 
mg homes are getting mcreased patient load because the DRG's are 
squeezing them out very quickly. And with that, the State of Flori- 
da—and this will be the question. Governor— the State of Florida is 
pickmg up a greater burden because of over 40 percent more are 
bemg denied. The trend is obvious. The cuts are coming at the hos- 
pital level and the home health care level. How much longer can 
the State of Flonda go to pick up the tab? Are we or can we pick 
up the full tab if we are required to do, and should States be re- 
quired to do that? 

Governor Graham. Well, I would like to answer the last question 
tirst, becaiwe I think a human society, any society which deserves 
to be called ciyihzed, is going to provide appropriate care to those 
ot Its citizens in need. I believe that care for the elderly should be 
pnmanly a national responsibility, and I say that in the context of 
a governor who has supported increased State financial responsibil- 
ity tor programs such as education, law enforcement, and transpor- 
tation. ^ 

^^Lm x programs for the elderly should be a national re- 
sponsibility? Because it is important to have a system that will 
allow people dunng their active years to be a m^'or participant in 
supportmg their deferred costs in their retirement years. We are a 
highly mobile population— approximately 20 to 30 percent of per- 
sons move to some other community at the time of retirement If 
you do not have a national system, you cannot accomplish that ob- 
jective of usmg the working years as a means of financing retire- 
ment years. ^ 

So my pswer would be that health care for the elderly should be 
a Federal responsibility and that the Federal Government should 
resist programs which, under the guise of next quarter reduction of 
costs, end up addmg to the total burden of all Americans. 

The Chairman. Thank you. Governor. 
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The Chair recognizes Mr. McCain. 

Mr. McCain. Thank you, Mr. Chairman. 

I would like to pose a two-part question to you, Governor. I also 
come from a State which has a highly mobile population, and our 
numbers of elderly citizens dramatically change from one season to 
the other. How do your facilities accommodate the change in popu- 
lation from one season to the other? 

Second of all, we are here today to take testimony from other 
witnesses concerning the DRG's, and as you have stated there are 
many people who are still ill and are being forced to leave hospi- 
tals. This, I am sure, has placed an additional burden on you. 

The other part of this equation is that DRG's were enacted by 
Congress in order to help reduce the severe drcdn on our Medicare 
Trust Fund. We now have predictions that the Medicare Trust 
Fund has gone from a situation of imnmient bankruptcy to solven- 
cy for a longer period of time. It seems to me that we are faced 
with a severe dilemma. If we do away with the DRG's completely, 
then we are back to where we were before, facing insolvency of the 
Medicare Trust Fund. At the same time we have inherited some 
very serious evils with this system. 

So the second part of my question is do you have any proposals 
as to how we could take the DRG system and reform it so we are 
not subjecting our elderly to a situation where they are discharged 
early from a hospital? 

Governor Graham. Mr. Congressman. First, the statistic of 17.6 
percent ifi the permanent population of Florida. During the winter- 
time particularly, the proportion of persons over the age of 65 
would be higher than that, for there are thousands of individuals 
who spend a portion of the year in our State, but are not perma- 
nent residents. Yes, within such things as our Certificate of Need 
Program, we take into account the need to have a flexibile capacity 
to respond to those periods of the year when the demand will be 
higher than the base population would indicate is called for. 

As to reforms in the DRG, first I support the basic philosophy of 
the DRG which is a prepayment philosophy. I do not think that we 
can continue a health care system that says: enter my door; I will 
then determine what services you need and how long you will re- 
ceive then. When you leave the door I will send you a bill for the 
cost of those services that I rendered to you. 

We have seen what that has done— the result was a health care 
system that was running ahead of the pace of inflation in the order 
of two or three or four times. So the basic principal of the DRG, I 
think, is a sound one. I would surest two areas for congressional 
attention to reform. One we have already talked about, and that is 
the need to have effective posthospitalization care, recognizing that 
there are gomg to be people who will be dismissed from a hospital 
earlier than they would have been but for the DRG, and who are 
going to need a continuum of care in their home to bridge that 
period back to full health. , n j.' ^ 

I believe, therefore, that the su^estions of reducmg fundmg for 
home health care run counter to that objective. 

Second, as we get more information about the DRG, probably it 
will become more sophisticated. For example, within the specific 
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400 or more cells of cost, there will be gradations provided based on 
a person's age and physical condition. 

Obviously, a person who goes into the hospital at 75 for a hernia 
operation is a d^erent mescal case than a^^rson who goes ixifor 
9!L^^ operation at 35. And a cost reimbursement s^tem that 
r^Jl^ jr^'%*'^°^ differences is fundamentally flawed, but is 
redeemable by refinements that would build into a prepaid health 
care svstem the necessary nuances that would reflect categoriz^ 

iZ °^ °' «t the time (SFeX 

mto the hospital, and other considerations that would be appropri- 

Mr. McCain. Thank you very much, Mr. Chairman. 

The Chairman. Thank you. Mr. Hughes. 

Mr. Hughes. Thank you, Mr. Chairman. 
.rit^^} ''^ted to welcome Governor Graham to the hearing today 
and congratulate him on Ws testimony, particularly on FTorida^ 
Community Care Program. It sounds l&e a tremendous succ^ I 
have no questions. ^-vcoo. * 

Governor Graham. I hope you will come to Horida, so we 
have an opportunity to show it to you personally. 
Mr. Hughes. I look forward to doing that. 

K^L?M^ers^' "^'^ gentlewoman ftom 

Mrs. Meyers. Thank you, Mr. Chairman. I do appreciate the tes- 
tmiony of Governor Graham and Mayor Schaefer. f have beeji very 
supportive. I was in my State legislature before I came here, and I 
have been very supportive of home and community-based care And 
I am very pleased that we are having this kind of testimonj today 
And m spite of the somewhat partisan comments by some mem- 
bers of this committee, I really don't think this is a partisan issue. 
LiiS* ^ ^ are very concerned about home and community- 
based care for the elderly. 

I would like to ask a couple of questions. One, as I recall, when I 
was workmg at the State level, the participants in home fiiid com- 
munity-based care had to be on the verge of going into a nursing 
o wfi ^ ^- ^^eihle to participate, and there had to be 
some significant savmgs. I beheve it was at least 5 percent. In 
other words, it had to be cost effective. It had to be lesser in cost 
than nursing home care. 

Now is that stUl essentiaUy the formula? Is that the formula 
that you are working with? 

Governor Graham. Our State community care program requires 
Mi'^*^"5^-^u^ Medicaid eligible; that is, he would be eligible 
for Medicaid if he were to go mto a nursing home. We do not re- 
quire that he be one step away from a nursing home in order to 
begin to participate m the program. If a person can indicate his 
hkelihood of avoidance or deferral of the time when he would re- 
quire nursmg home care would be enhanced through the types of 
servic^ that I illustrated in these few examples, he would iJeeliei- 
Dle to do so. ° 

We currently are serving approximately 30,000 plus senior Flo- 
ndians with this program— which we estimate is a little better 
than one-third of the total need within our State. And our goal as 
1 mdicated, over the next 10 years is to move to fUl 100 percent of 
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the need for services to those who are eligible financially and can 
benefit, based on their circumstances. . , ^ . . ^, . 

Mrs. Meyers. Now, when you have an mdividu^ who is in their 
own home maybe receiving services from several diff^erent kmds of 
private providers, what kind of monitoring does your State social 
agency do to make sure that those services truly are bemg provided 
and that elderly person who might be very vulnerable and isolatt-d 
is truly getting the kind of care that they need? , ^ ^ , 

Governor Graham. Within our State department of health and 
rehabilitative services, a program office of Aging and Adult Serv- 
ices. Case managers under that program office are responsible tor 
each of the recipients of Community Care for the Elderly Progrp-n. 

I have a program in which I take a different job once a month. 
And one of my jobs was to work as a case manager m that pro- 
gram. And I got a little firsthand experience with the degree ot 
Slose contact and care of the elderly person. I was ^le to see that 
the services that they are supposed to receive are bemg provided, 
that they are quality services, and that work with the providers en- 
courages them to meet the needs of the elderly. Most of the provid- 
ers are nonprofit. Many of them are religiously associated organ^- 
tions. There are also some proprietary groups, particularly m the 
area of home nursing care. 

Mrs. Meyers. Thank you very much. Governor. 

The Chairman. Mr. Lightfoot. _ . ^ , 

Mr. Lightfoot. Thank you, Mr. Chairman. Governor, I appreci- 
ate your tolerance today. As somebody once said, the mind will 
absorb only what is able to endure, and you have been here quite a 

w^hil© i_ 

I'll make this as brief as possible. I represent a district that has 
over 20 percent of its people over the age of 65. You mentioned the 
DRG's a moment ago. We have found them to be rather devastat- 
ing to our State's small rural hospitals. With that type of a popula- 
tion, a certain percentage of them bring their medical problems to 
you in Florida in the winter and bring them back to us in the 

^^But from your viewpoint, with the DRG's, have you spotted any 
particular problems that you have had with them? And if so, how 
have you handled those problems? Maybe that will give us some m- 
sight into how we can help on our side. , jj t j« 

Governor Graham. Mr. Congressman, I want to be candid. I do 
not sit here as an expert on the DRG process. I am concerned with 
the lack of nuance that the system has; that is, it s the inability to 
take into account factors that are reasonably related to the cost ot 
health care services such as the age of the individual and his physi- 
cal condition at the time of the entry into the h^pital. 

I believe those are refinements which are well within the capac- 
ity of the Congress and the administering agency to incorporate 
into the system. As I indicated in response to an earlier question, 1 
believe the basic philosophy of paying for health care services on a 
contractual basis in advance rather than on a fee for services alter 
delivery is a sound one. And it is one that is being used m many 
other areas. The whole growth of the health maintenance organiza- 
tions are built on the same prepaid health care principle. 



61 



So rather than consider discarding the program, I would suggest 
that it ought to be looked at with a scalpel for refinement 

Mr. LiGHTFOOT. May I follow up very quickly? 

Basically I guess the point I was trsdng to get to is, we are find- 
ing that the DRG's are being detrimental to a lot of our small hos- 
pitals. Now, are you experiencing that same kind of thing? Is it im- 
pacting them in a negative kind of way? If so, are you as a State 
trying to do something about it? 

Governor Graham. I would say if I had to select a category of 
hospitals that seemed to have been most adversely affected, it is 
not the smaller hospitals, but, instead^ the most sophisticated hos- 
pitals—particularly those that are associated with a medical 
school— where, typically, the most serious cases are admitted. 

You have a combination of health care plus medical education, 
and in some cases even research, which are difficult to unbundle 
from an economic standpoint. And therefore they probably are the 
most adversely affected financially from the DRG system. 

Mr. LiGHTFOOT. Thank you. Governor, Mr. Chairman. 

The Chairman. Thank you. 

Mr. Boehlert. 

Mr. Boehlert. Thank you, Mr. Chairman. 

I guess I would like to start with a protest of sorts. When we 
have witnesses of the caliber of Governor Greiham and Mayor 
Schaefer with their experience and insight, I would hope that we 
would have more time to have the benefit of your counsel. 

What I would like to do instead of asking one good question is 
ask one good question with 22 parts, but I know that wouldn't be 
permitted. But I am intrigued. Governor, by your Florida Home 
Care for the Elderly Program which is fully funded at the State 
level, and it is for the frail elderly and the average subsidy is about 
$122 a month and you figure it saves you something in the magni- 
tude of $10,000 per care in Medicaid costs. 

And I assume that the State picks up 50 percent of Medicaid 
costs. 

Governor Graham. It is less than 50 percent at the present time. 

Mr. Boehlert. But that is very cost-effective program, so to ask 
the broad question, tell us a little bit more about the specific pro- 
gram, because it seems, one, to meet the needs of the people we are 
so concerned about, and, two, it seems to be most cost^ffective, 
and, three, it seems to be innovative. 

Governor Graham. This is a program which subsidizes a family 
with a medically eligible elderly relative to keep that indiviudal in 
their home. Topically if a family includes a Medicaid eligible older 
person, that the family is probably economically distressed out of 
economic necessity. Many of those families might be inclined to 
place their frail elderly grandmother or grandfather in a nursing 
home, and therefore, see that the elderly person is served in an in- 
stitutional setting and be relieved of the economic cost to them. 

That is what the current system almost forces many families to 
do. What this program does is provide an alternative. And it says 
we will pay you $122 a month if you will keep your grandmother or 
grandfather at home and do what that older person and the family 
really wants to do, which is to keep the family together. 
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Mr. BoEHLERT. You said that is an average, right? So I assume 
there is higher pa}anents and lower pa3anents. 

Governor Graham. Yes. And it saves the Federal Government, 
which pays better than 50 percent, and the State government, 
which pays the balance of the cost, from placing that person in a 
nursing home at $1,000 a month. 

Mr. BoEHLERT. (Jovemor, may I for the record, Mr. Chairman,' 
ask that you have your staff provide some more information on the 
specifics of that program for the committee because I think it is 
quite interesting. 

Governor Graham. We shall do so. 

The Chairman. Without objection, it will be ordered. 

[The following material was subsequently received from Gover- 
nor Graham:] 

Home Care for thk Elderly 

The Florida Home Care for the Elderly program is administered by the Aging and 
Adult Services Program Office, De^Mirtment of Health and Rehabilitative Services. 

The 1977 Legislature enacted the Committee Substitute for Senate Bill 178 as 77- 
336, Laws of Florida, in recognition of those families and friends who continued the 
tradition of caring for their frail and impaired elderly members of the fandly in 
their own homes without regard to the financial cost burden or the physical and 
emotional demands placed on the families' time and eneigies. This law was codified 
as Sections 410.031-410.034, Florida Statutes, and pron^ulgated as Chapter lOA-9, 
Florida Administrative Code. 

With rbcent trends to focus on home and community-based service programs and 
to encourage the maximum utilization of informal service support networks in lieu 
of the higher costing formal care models, the Home Care for the Elderly program 
stands as a viable model for a coetreffective alternative, and is designed as an alter- 
native to nursing home and institutional care utilizing the family and friends of the 
frail and impaired elderly as the informal service support network The legislative 
intent of the program is to encourage the provision of care for the elderly (those age 
65 or over) in a full-time, family-type living arrangement in a private home by a 
rson or group of persons, whether relative or non-relative, on a nonprofit basis, 
rvices include three basic subsidy elements: (a) Basic support and maintenance 
pa3rment to cover the cost of housing, food, clothing and incidentals; (b) Pa3rments 
for medical, pharmaceutical, and dental services not covered by insurance; and (c) 
Special supplements to provide for any service and specialized care required to 
maintain the health and well-being of the elderly person. 

Eligibility for those 65 and over who are at risk of institutionalization is deter- 
mined by Health and Rehabilitative Services service units. Financial eligibility cri- 
teria are the same criteria used to determine eligibility for assistance under Title 
XVI of the Social Security Act as existed on July 1, 1^7, or as used to determine 
eligibility for nursing home care under Section 409.266, Florida Statutes. 

The service unit care managers also provide direct services to the recipient and 
the service provider. This coordination between the informal service support net- 
work and the case manager, together with the payments made for basic subsidy, 
medical supporti and special supplements, combines to provide a model of care and 
services comparable to the care and services provided by the nursing home and in- 
stitutional care models. 

The Chairman. Governor, it is my understanding that Mayor 
Schaefer has to get away in about 5 minutes. But he is not going to 
get away until we ask him at least one question. I would like to 
have him come forward and sit next to you, because I think this 
question may need your assistance. 

Mayor Schaefer, you told the committee 

Mayor Schaefer. Mr. Chairman, before you ask the question, 
may I just say one word? 

The Chairman. Yes, sir. Will you proceed? 
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Mayor Schaefer. I am very impressed with the Governor, and I 
have learned a tremendous amount. Some of his ideas are innova- 
tive. I am very glad that I came. I appreciate the questions. A Gov- 
ernor who leaves the office and goes into a nursing home and 
works is my kind of man. And I just want to commend him, if I am 
not violating protocol by doing that. 

The Chairman. Well, Mayor Schaefer, you are a mayor from an- 
other State, from the State of Maryland. And to hear that com- 
ment made by you, I think it is a real tribute to the Governor from 
the State of Florida. 

Now, Senator Pepper told me that both he and Mrs. Graham 
were true friends of the elderly, and you have now confirmed that. 
But the one question, mayor, you said that 40 percent of Main- 
land's poor live in Baltimore. You also pointed out very effectively 
that hospitals are pressured to reduce cost and that they discharge 
early and that in many instances these people are still ill. 

You went on to say that they are denied nursing homes and 
health care services under Medicare, which is not only in Mary- 
land, but all over the countnr. And then I think you made the 
point that in most instances these people are not poor enough for 
Medicaid. 

I asked the Governor a question with regard to those that come 
under Medicaid. He said, "well, then the State takes care of them". 
There are various States that find a person to be eligible for Medic- 
aid only if they have absolutely nothing, not even their own home. 
The State of California lust recently changed that. They said, ''yes, 
you elderly people can have your own home". But other States do 
not have that. 

In view of the fact that these conditions now exist, and that we 
find a program that is reducing care for the elderly, what is the 
answer? Is the answer to this, perhaps, a good national health 
plan? What is your opinion, Mr. Schaefer? I want to ask you that, 
and then maybe the Governor can comment later. 

Mayor Schaefer. You have so many statements in there in the 
question. Many of the elderly in Florida are not poor. They go 
down to Florida because in some respects they can take care of 
themselves. In Baltimore, when I said 40 percent of the State's 
poor live in the city of Baltimore, they come there for a specific 
purpose or they stay there for a specific purpose because someone 
m the city will be worried about them and try to take care of them 
and come up with a program. And we have utilized most of the 
Federal programs to do what you say. 

What is the answer? Well, first of all, we are in this transition 
stage, and I am part of it, to get everyone out of the hospital as fast 
as possible so that we can reduce health costs. I had never really 
thought out what the consequences would be until Dr. Guamieri 
said to me, "That's very nice, Mayor, what is your long range plan, 
what is your thinking as these people come out?'' And given the 
cases that she cited for me^ I have got to start considering a long- 
rang[e plan. I have got to develop a program like that the Governor 
has in Florida for the city of Baltimore. 

Now, a national program is the answer. I think that is absolutely 
right, because there is an intervening measure of government be- 
tween the Federal Government, and there is the State and there is 
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us. The State keeps telling me that they can't do more, they can't 
do more. They expect us to do more for ourselves. That is the city 
role they see. 

Well, the city has most of the poor and an already high tax rate, 
there is going to be a point where we can't do more for ourselves. 

The Chairman. And neither can the poor because they are too 
poor. 

Mayor Schaefer. There is one statistic that I use. One-third of 
our people pay taxes, a lot of taxes; one-third pay some taxes and 
one-third pay no taxes. 

What I am saying is, some people in the city pay a whole lot. I 
don't pay enough of my real estate taxes to cover the cost of police 
and fire protection that I receive. And there is another group that 
lives in the city of Baltimore, this poor that we are talking about 
that pay nothing; they can't pay. 

Do you know what worries me? As I get older, I am worried that 
I won t have enough to sta;^ independent of medical cost^. One big 
serious illness and I am wiped out. And I don't wemt to be wiped 
out. I don't want to live continually under the fear that someday 
nobody's going to be worried about me, and I am not going to have 
anybody caring about me. Now, you say, well, that's your problem 
and not mine. 

I'm not sure it is my problem alone. I think we have got a duty. 
If I get older, and my life expectancy is continued I don't want to 
feel that I am obligated and have to beg somebody. I'd like to have 
that program that I spoke of before. I can go to the hospital, I can 
get out of the hospital and somebodKr will take care of me at home. 
Now, that is much, much cheaper. We can do this. 

Congresswoman, you ought to ask one question. What would I do 
if I had one wish? My one wish, I would get all these people togeth- 
er, all these providers and all these people, and I would sit them 
down and I would say, OK, now here is tne problem. You are kick- 
ing them out of the hospital early, what are you going to do? What 
are you going to do? 

There is an answer to this. There is an answer, and the answer is 
in this program that will set up a home care program. People 
aren't going to cheat. There are two concerns: are people getting 
the proper care and are they getting too much c€ure. 

The Chairman. Ms. Bentley, would you like to respond? 

Mrs. Bentley. Well, I didn't talk about the money. I was just 
asking about the one wish that the Governor had. And I think 
what the mayor has suggested here is probably an excellent ap- 
proach, Mr. Chairman; namely, that we do get all of them and sit 
around and do a brainstorming session. 

And I do want to comment, Mr. Chairman. I didn't have the op- 
portunity at the opening to introduce Mayor Schaefer, even though 
he is not directly from my district, he is so close that I can reach 
out every day and touch him. And Bcdtimore Couni^, which is my 
district, and Baltimore City are so interrelaiied and mterdependent 
that whatever happens in Baltimore City dramatically affects Bal- 
timore County and \ice versa. 

Like myself, I sit on a board of a hospital and a nursing home in 
Baltimore City as a matter of fact. And therefore, I want to point 
for the record, Mr. Chairman, that we are all very pleased and 
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proud by the accomplishments of Mayor Donald Schaefer of Balti- 
more City. He has brought new life, new jobs, and new hope to the 
entire Greater Beiltimore Area, and everyone there is so pleased 
with what he has done. He is almost like the Pied Piper. I think he 
could play a flute and everybody would follow. 

* He is looked upon truly as a fairy godfather of the area. And 
when he says that he is concerned, he means it. And when he says 
in our country that we should help the elderly, he means it, and I 
agree with him. The mayor noted that 20 percent of Maryland's 
population of the elderly, 65 and older, is in Baltimore City, and I 
might note that in Bsiltimore County, 22 percent of the population 
is 60 and over. 

As a matter of fact, my husband and I contribute to that figure. 
So we do have a vast concentration of the elderly in that metropoli- 
tan area. And I am equeilly concerned with him. Maryland happens 
to be one of the four States, Mr. Chairman, that has been granted 
waivers by the Department of Health and Hiunan Services in rela- 
tion to the handling of Medicare payments because Maryland was 
in the forefront of cost containment of hospital expenses. 

However, this does not exempt Maryland from appljring the lim- 
ited hospital stays. We don't fall right directly under the DRG Pro- 
gram, but we have to follow the genereil criteria. Of the whole area, 
as a result, we have many empty hospital beds, and the mayor is 
familiar with that problem. We have had many layoffs of employ- 
ees at the hospitals as a result. 

Mr. Mayor, do you think it might be feasible that the hospitals 
could set aside a certain portion of those empty beds for intermedi- 
ate care? In other words, this concern about those who are sent 
home because their 5 days are up or their 7 days are up, maybe 
have intermediate care in these portions of the hospitals that are 
closed off today where they can stay — the patients can stay another 
3 or 4 days, particularly the elderly, and the cost would maybe be 
in the $50 to $75 area rather than the $150 to $300 arena, which 
would reduce the cost but would give these people the extra little 
care until they're able to really move arcund on their feet. 

Do you think that is a possiblit}^ we migl>t play with? 

Mayor Schaefer. It is a possibility, but I would not recommend 
it right now. The reason I wouldn't is because I don't think we are 
in a position to do it. I think we are pushing people. And I think if 
you utilize those beds that way immediately, they are going to get 
right back again to the hospital care. I would rather wait a little 
bit longer and see what happens— well, we have a report coming on 
reduction of beds. 

As the reduction of beds comes in and we see what we have to 

* reduce, then go into a different type of thinking. My own people 
that Dr. Guarinieri and I are going to spend our time thinkmg 
about is home care, out of the hospital, into the home setting, be- 
cause as you get older, and I remember from some personal experi- 
ences, the older people do not want to go into institutions. They 
don't want to go into nursing homes. Where they want to go is into 
their own house. 

Mrs. Bentley. That's right. 

Mayor Schaefer. And it is tough on a family when they have a 
parent who is elderly who they can't care for anymore. It is a 
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wrenching existence for the person who must make the decision, 
but it is also difficult on the other side. And this program the Gov- 
ernor has I just think is great. I think that is a wonderful program. 
And I think that is something we are going to very seriously think 
about. 

The Chairman. All right, the time of the gentlewoman has ex- 
pired. 
Mr. Gekas. 

Mr. Gekas. Thank you, Mr. Chairman. 

I wish the lady from Ohio to remedn because she had seemed to 
take a swipe at the administration when she at least implied that 
the administration dismisses home care as a utilitarian way to pro- 
vide health care. I hope that the witnesses here understand that 
we cannot in trying to arrive at solutions here, attribute ill motives 
to the administration or to anybody involved in this process, rather 
it seems to me that the administration was trying to foster the 
kinds of programs and to promote the kinds of programs and to en- 
courage the kinds of prQgr€uns which the Governor has enunciated 
in tndng to deal with health care as an alternative. 

I do hope that the two witnesses share in my feeling that the ad- 
ministration faced with deficits, faced with maintaining an econo- 
my which makes all these programs possible in the first place, and 
to maintain it is just as impoi*tant, is not inter^ted in eliminated 
home care, but rather to put it in a different context given the defi- 
cit problem. 

Mayor Schaefer. Mr. Congressman, let me answer that by 
saying anything the Federal Government does for me, I appreciate. 
Mr. Gekas. Does to you. 

Mayor Schaefer. If you give us a program, we try to work it tc 
get the best benefit for the tax dollar. If the program is gone, it is 
gone. I am a realist. We work with what we have. I heard what the 
Congresswoman said. I hear what you are sa^dng. I think the Gov- 
ernor and I are not concerned over Repubhcans or Democrats. I 
think we are worried over one thing, elderly people. . 

Mr. Gekas. Of course. 

Mayor Schaefer. And I think he has evidenced this, in my opin- 
ion, and you have got to make some priorities. Now I thmk we 
have a duty to the elderly. I believe tliis. I believe— you see, the 
Governor touched on something that \'^e are not going to get into 
today. That is prevention, nutrition. The cutback on the Nutrition 
Program, I don't think you would deliberately do that. I don't 
think you want to hurt people. 

Maybe we haven't been able to convince you of the importance of 
the Nutrition Program, Meals on Wheels, and what it does for 
people. It is the only contact that some people have with the out- 
side world. 

Housing for the elderly, I have had people stand beside me and 
say, "This is the closest I'll be to heaven until I get there," because 
you provided the money for the homes for the elderly secure, and 
the same way we are in health care right now. And I don't want to 
go into sermons, but health care is a big problem. 

Governor Graham. I agree with the mayor. This is not a partisan 
issue. Eveiyone has a commitment to see that we meet our nation- 
al responsibilities to those citizens who built this country, defended 
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it, gave it to us to continue. I would urge, however, that in looking 
at the economic side, that we not fall into the trap of asking what 
is in the best interest for the end of this fiscal year and, instead, 
take a longer view. 

Clearly, if all of the programs other than hospital care were 
eliminated it would be fiscally advantageous to the Federal Gov- 
ernment from now until the end of September. It would be disas- 
trous for the Federal Government for the 12, 24, 36 months there- 
after. So we all share the concern about the financial condition of 
America. The question is: Do you take a short view or a strategic 
longer view of what is in the interest of both the citizens being 
served and the general taxpayers who are going to have to pay for 
those services? 

My belief is the long view— for both the elderly American and all 
Americans — is an investment in less confining, less institutional, 
more prevention-oriented, community-based programs. 

Mr. Gekas. It is possible that this administration has the long 
view that that should be— these programs should be mutually 
shared. The long view for reducing costs is for steady replacement 
and cooperation between the local governments. State govern- 
ments, and Federal Government. 

I have no further questions. 

The Chairman. Governor, I would like themk you — Governor 
Graham and Mayor Schaefer, for very excellent testimonies. We 
said about 15 minutes ago that you only had 5 minutes left, but we 
kept yoi: longer than that. Your testimony has been most excellent, 
and you have helped the committee a great deal. 

Thank you very much. 

The committee will now hear from a panel of expert witnesses 
composed of Mrs. Catherine Ladner, Mr. Gordon Walker, Mb, 
Elaine Brody, Mr. Stephen Yovanovich, Mrs. Karen Struve and Dr. 
Suzanne Knoebel. 

I am going to ask these witnesses if it is possible for them to 
summarize their testimony, include their written text in the 
record, it will appear in the record at this point. 

I am going to ask Mrs. Catherine Ladner to start off the discus- 
sion. 
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A PANEL OF WITNESSES, CONSISTING OF CATHERINE LADNER, 
ON BEHALF OF HER MOTHER, RUBY MOBLEY, LUMBERTON, 
MS; GORDON WALKER, EXECUTIVE DIRECTOR, JEFFERSON 
AREA BOARD FOR AGING, CHARLOTTESVILLE, \A; ELAINE 
BRODY, ASSOCIATE DIRECTOR FOR RESEARCH, PHILADEL* 
PHIA GERIATRIC CENTEl^ STEPHEN YOVANOVICH, PRESIDENT 
AND CHIEF EXECUTIVE OFFICER, \1SITING NURSES ASSOCIA- 
TION OF BUTLER COUNTY, INC., BUTLER, PA, ON BEHALF OF 
THE NATIONAL ASSOCIATION FOR HOME CARE AND THE 
AMERICAN FEDERATION OF HOME HEALTH AGENCIES; KAREN 
STRUVE, PRESIDENT, WALKER METHODIST RESIDENCE AND 
HEALTH CARE SERVICES, INC., MINNEAPOLIS, MN, ON BEHALF 
OF THE AMERICAN ASSOQATION OF HOMES FOR THE AGING, 
AND AMERICAN HEALTH CARE ASSOCIATION; AND SUZANNE 
KNOEBEL, M.D., PROFESSOR OF MEDICINE, UNIVERSITY OF IN- 
DIANA 



Mrs. Ladner. My name is Catherine Ladner. I am the daughter 
of Mrs. Ruby Mobley. My mother is home, but 

The Chairman. Will you please speak into the microphone, we 
cannot hear you. 

Mrs. Lander. My mother is homebound with serious illnesses at 
this time, and she has therefore asked me to appear before this 
committee for her and read to you her testimony. My mother's tes- 
timony is as follows: 

My name ia Ruby Mobley, and I live in Liimbertpn, a rural Mississippi tuvm. I am 
86 years old, have been widowed since 1941, and have raised three children alone. I 
draw $297 monthly social security and live in government-subsidized housing. 

I have had serious medical problems since 1979, and first received home health 
services that year. My medical condition has deteriorated since June 1983. In June 

1983 I was discharged from the hospital following only a few days stay for a life- 
threatening illness. I have recently been hospitali^ three different times and twice 
sent home still verv ill. After being seen by the home health nurse, I was readmitr 
ted to the hospital by my physician. 

Each time I was told that they could readmit me under a different diagnosis than 
I was previously hospitalized under. I don't understand why I have to be sent home 
from the hospital before I am able to be managed at home b^ the home health 
agency. It is my understanding that hospitals are getting their Medicare money 
from patients stays in the hospital di^erently than they dia a fbw years ago. What 1 
don't understand is why we elderly have to suffer for how the hospitals get paid. 

In April of 1984, I was notified that my home health visits would no longer be 
covered b^ Medicare. The notice stated that the visits were not ''reasonable and nec- 
essary." I was very angry, upset, and fr^htened about my home health visits being 
cut off. I could not unaerstand why the home health agency stopped my visits, and I 
was afraid of what would happen to my health without the nursing visits. I did not 
understand at that time that an insurance company working for the government 
had cut off the visits. I blamed the home health agency then, but I now know the 
visits were terminated by the insurance company which was working for the gov- 
ernment. 

The home health visits stopped in April of 1984, as soon as I got the notice of 
termination. I requested a reconsideration of my case, and when that was denied, I 
asked for a hearing. However, I was not receiving any home health visits from April 

1984 through August 1984 while waiting for hearing. I have Medicaid, but all it will 
cover in Mississippi is a few of my medicines and my hospital deductible and co- 
insurance. 

Since I was on Medicare, home health was not covered by Medicaid. While I was 
waiting for the hearing my medical and physical condition deterioriated rapidly. In 
August of 1984, 1 was hospitalized with a C.V.A., also known as a stroke. When the 
home health nurses were seeing me, they were constantly checking for signs and 
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symptoms of problems like this, and if the symptoms showed I was in danger of my 
circulation problems causing a stroke, they would take appropriate action to pre- 
vent the stroke. However, since I was not receiving the home health visits in August 
of 1984, the nurses were not there to prevent my stroke. I am convinced that my 
stroke would not have occurred or would have been much less likely, if the home 
health services had not been terminated. This is esp^rially frustrating because the 
stroke occurred while I was waiting for a hearing on my case. 

In March or April or 1985, while I was waiting for my hearing, I received a letter 
and form which said it was part of a survey being conducted by the Health Care 
Financing Administration. A copy of this form is attached to my written testimony 
and marked Exhibit A. I did not imderstand what this form was for or what it 
would be used for. I have since learned that patients who marked this form in the 
wrong way had their request for hearing dismissed Fortunately, my daughter 
helped me fill out the form in such a way that my case was not dismissed. 

After we sent the form back, I received a note asking my daughter to call about 
my case. A copy of this note is attached to my written testimony and marked Exhib< 
it B. My daughter did not call in response to this note because she learned that 
when other patients made the same (ill, the person tried to talk them into with- 
drawing their request for hearing. My daughter, therefore, did not call the number 
because we did not want our hearing to be dismissed. 

It seems very strange to me that the government would give me the right to Med- 
icare medical care and if denied a hefuring, the same government would take this 
right away. In May of 1985 a hearing was finally had on my case, over a year after 
my home health benefits were terminated. The hearing on my case was held with 
my daughter present as my representative. The evidence in my case was so convinc- 
ing that the judge stopped the case in the middle of our presentation and ruled for 
me. A copy of the decision on the Administrative Law Judge is attached to my wit- 
ten testimony and~ marked Exhibit C. The judge held that my Medicare benefits 
should not have been terminated. While I am ^ad that we won my case, I believe 
my stroke could have been prevented had it not been for the original denial of care. 
As a result of that denial of care, my health cannot be reversed to how it was before 
the stroke. 

I am back on home health services now. The value of these home health services 
to my life ond health was demonstrated this past May when the home health nurse 
found a serious kidney problem that I did not realize I had. Because of the quick 
action of the home health nurse, I received prompt treatment and what could have 
been a very serious and life-threatening illness was cured before it became life* 
threatening. 

In conclusion, I would like to point out that. Number 1, because of my advanced 
age and serious medical problems, I badly needed the medical services provided by 
the home health agency. Number 2, 1 have need^ more time in the hospital due to 
my many medical problems, but am sent home each time as sick as when I went 
into the hospital. 

I wanted to blame my doctor for not letting me staj^ in the hospital long enough. 
He told me he had no control over my length of time in the hospital. I then wanted 
to blame our smsdl rural hospital and even tried a larger hospital on the Mississippi 
Grulf Coast, all to no avail. Had it not been for the home health agency taking a 
chance and caring for me prior to the hearing, I don't know what I would have 
done. 

I bf.lieve the Medicare and Medicaid benefits are invaluable to older persons such 
as myself who have serious and life-threatening illnesses. The home health medical 
services which are covered by Medicare are especially important to us because in 
many cases we can manage illnesses at home if we nave periodic skilled nursing 
visits to assist us. 

However, the Medicare benefits do not help very much when they can suddenly 
and arbitrarily be taken away by the insurance company that administers the pro- 
gram for the government. For an elderly person with serious illnesses, such as 
myself, a lot can go wrong in the year or more that it takes to get a hearing on the 
denial. The stroke I had while waiting for my hearing is a prime example of this 
problem. It is also my imderstanding that like me^ many other sick and elderlv 
people have had serious complications and problems arise after their home health 
services were terminated, and some have even died shortly after the home health 
visits were cut off. 

The value of these Medicare benefits is also diminished if we are discouraged 
from exercising our right to a hearing. I do not imderstand why the government 
gives us the right to a hearing and then tries to discourage us from using that right. 
And who knows, the very skilled nursing visits I am not receiving may be denied 
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two, three or even four months from now. My chUdren help a lot, but they are not 
doctors or nurses. But I wish they were. I would not be fighting the system I am 
fighting today to receive the care necessary to sustain my life. I would like to 
remain in my own home. 

I would like to thank each member of the committee for taking the time to listen 
to my story. 

The Chairman. Thank you. 

[The exhibits submitted by Mrs. Mobly follow:] 
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D(*ac M.c Mobley: 



As pact of a study being conducted by the fiealth Care> 
financing' Administration in Atlanta, CA, w/? have been asked 
to contact you for information about the attached copy of 
the request for hecring/reconsideration. 

Please answer the followi ng que.«s tions and then sign your 
natiie in the space provided. Enclosed is a postage-paid 
envelope to be used in returning the questionaire to our 
office. 



If you have 'any ' questions about the questionaice,'"'call our 
office and ask for Mr- Hooker or Mr- Connell- Your prompt 
reply wi IX be . appreciated . 

Sincerely, 

Charles H../WirJLS amy ' ■ / - 

District: a n h ger • " ; ' 

i- Did **yotj;:. sign ■ 'the attached request for a hearing 
/reconsideration? 

l/^ MBS KO 

2. If you did sign the form, did you understand what you 
were signing? 



MO 



3- Did someone from Home Health Agency Multi County ask you 
to sign the form? 



YES 



If you signed the form, do you still want a hearing 
/reconsideration on the Medica re denial? 

YES NO 



SIGN HEHE: Ij^Jh^fJlfJA-^^ , t- DATK ; jV/^^^" 
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□ Comc.n 

PLEASli) Social S<curily Office 

R3 205-832-7503 



MRS. LADNER: IT IS MOST IMPORTANT THAT I TALK WITH 

— — ' YOU REGARDING THE HEARING THA THAS • 

RpPM grHPnnrpn .p qr your mOTHEIT; 

fiimV MQ ftT.RV PT.RASR TALIf ME AT THE 
ABOVE _ PHON E NUMBER AS SOON AS POSSIBLE 
— iSiss^ THANK YOU 

( ^Hourt 7:00-3r3£> — 
M6nday-PndSy bSi^l National Holidays 



-^l^Tsik for MRS. CQTTEt^I in ,Tnf^7^ flVot-c •r.^'f i f^/. 

The hearing scheduled for Ruby Mobley 
THi-s' ccnwrns' 5/22/85 at 1:45 P.M. in Hattiesburg ,MS . 

- s N 425-24~3973A 

If you arc {:oint to visit the orfice, please brin| this card and Ihe 
follow in£ ilems wiih you: 



roMM SSA-27M »»-»»! frevioui Revi')u«ns Mi/ k Ut*^ 
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DCTAJITMCNT Or 
HEALTH. EDUCATION. AND WELFARE 
Social SrcuniTT Aomihi«t«ation 

AOORCSS*' 

OHA 

P. O. BOX 4360 

Montgomery, AL. 36101 



^mUiv Fm PbM 

HEW 317 




Mrs. Catherine M. Ladner 
c/o Mrs, Ruby-Mobley 
908 Camp Ave. 
Lomberton, MS. 39455 

l. n 1 » • » ' * 
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'•'tl -A livif.l .S 



NOTE TO PnOCES«;iNQ CEN TE' 

FUftTIIEfi ACTION 
NECfSSAnY 



Ntm« and Addiess o( Clniainnt: 
• 

Ma. Ruby Mobley c 
908 Camp Ave. 
Lumberfcon, MS, 39455 



PROVIDER: 

Home Health Agency Multi-County, INC. 
P. O. Box 3409 
Hattie9bur9f MS. 39401 



NOTIC E OF FAVORABLE DECISION 
PLEASE rIaD CAREFULLY 

The enclosod admlnltlrallve law ludfle decision It favorable lo you. ellher wholly or partly, // you 

a re s&Usfied with the decis ion, y ou need no t do Mnythlng . Your (He has been malted loanolRer 

office for processing of tlio docision. You vn'w be conlacled by (ht( office or your local Social 

Ssourily office If further Infocmndon Is needed from you. If you §re contacted, plesse respond ^' 

promptly in order toprevorA delay s, A a soon as action on the decision has been completed, you 

wi!} be noHflea In v/rilln g . 

// ycv disapree with the decision, you have th e right to request tho Appeals Council to review It 
wHhin GO days from the gate ofr o celpt of this n ojice. It Will be presumed thtt you received this 
notice within 5 days after the date shown below unless you show ut thtt you did not receive It 
within the 5-day period. Vou (or your representative) may file a request for review at your local 
Social Security office or at the hearing office. The request can be made either in person or by 
melling a letter to these offices. You may also mail the request for review directly to the Appeals- 
Council, Office of Hearings and Appeals. SSA. P.O. Box 3200. Arlington. VA 22203. ^ 

The A p peals Council m9y, h owever, within 60 days f rom t he da te shown bel o w review the 
decision on its o wn motion (ZQ C Fl^ 40 4.969 and 416 , 1 ^69). This could result In a chanoe In the 
decision. After tht 60-day period, the Appeals Council generfJIy may reopen and revise the 
decision on the baals of new and material evidence, or if a clerical error has been made as to the 
amount of benefits, or where there is an error as to the decision on the face of the evidence on 
which it Is based (20 CFR 404.988 and 4 1 6.1 488; 42 CF^R 405.750 and 405,1570). The Appeals 
Council will notify you If It decides to review the decision on Its own niotioh or to reopen and 
revise It. 

Unless the Appeals Council reviews the declsior^ on Its own motion, or you timely request review, 
you may not obtain a court review of your case (socilons 205(g), 1 63 1 (c)(3) or 1 869(b) of the 
Social Security Act). 

This notico and oncio.^ed copy of 

decision mailed 
MAY 3 1 . 1985 

cc: 

Name and Address of Representative: , MTOf^NEY FOf^ PROVIDER: 

Ms. Katherine Ladner C^i-'^r , woync Hynum 

P. 0. nox 568 I^ox G54 

l'op]nrville, MS. 39455 Jin h t i e.nljury , M.S.SSKS.S 39.101 « 
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DKIVvHTMKNT 'tp' 
tir.Al.'.!? ANIi HUMAN SKHV I • 'i:i5 
SOClAf. SKCUKJTy A!)M1 N ISTl^AT J(n-; 
OFFICE OF HEARINGS AlCD APPEALS 



DECISION 

In the ca»e oft Claim fort 

Hospital Insurance (Part A« 
• Ruby Mobley Hoae Health Service* 



(Clainant) 

Home Health Agency 
Multi County 

425-24-3973A 



(Provider) (Social Security Nunber) 



Thia case is before the und-jreigned Adml.nlBtrative Law Judge 
upon a request for hearing timely filed by the beneficiary, Ruby 
Mobley, expressing diasatisfaction with the reconeideration 
determination concerning services furnished during the period 
February 1, 1^84, through April 19, 1984. 



The general issue to be decided is whether the services to 
beneficiary during the period February 1, 1984, through April 
22, 1984, are covered under the Medicare program as Home Health 
Services > 

LAWS AND REGULATIONS 

Section 1811 of the Social Security Act, as amended, provides, 
in effect and as pertinent here, for protection against hos- 
pital, related post-hospital, home health services and hospice 
care costs for individuals who are 65 years of age or over and 
eligible for retirement benefits under Title II of this Act. 
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S I'll- 15 I »• J ? "» "1 i.i ;•?'■'•:•!.•.«, ir t. ii:»*jit :ir;r«i, lha* 1'm«» 

benefits i'rc'vi'i' 5 * ois • .i-: ; v jiK:;5 1 •••5*^ i/iwiirnnco prog: 

U'uler t.]ijn Tart. fUi;t 1 1 iu'Mirj.- on I i t i "nan t to )i*iVfj p/jyniont. ...ivoVj 
on hio bchnif lor "... (.3) Knm<» Health Serviceo:". 



Section 1862(a) of the said Act provides, as pertinent here, 
that no payment may be made under Part A for items or services 
which ara not reasonable and necessary for the diagnosis or 
treatment of illness or injury or to* improve the functioning of 
a nal formed body nember or which are not reasonable and 
necsssary for the prevention of illness or where such expenses 
Hre^for custodial care. 

Section .lB79(a) provides, in effect .and as pertinent hers# that 
where a determination has been made that payment nay not be made 
for items or services furnished because they are excluded under 
1862(a)(1) or (9); and both the beneficiary and provider did not 
know and could not reasonably be expected to know that such 
payment would not be made, then payment would be made notwith- 
standing the determination 

Subsection (b) provides, in effect and as appropriate here, that 
in such cases of payment for excluded services except the 
provider should have known that payment could not be made the 
Secretary shall indemnify the beneficiary for any such payments, 
end such payment ehall be considered an overpayment recoverable 
frca the provider. 

Subsection (c) provides, in effect and pertinent here, that no 
payment shall be made under this section if both beneficiary and 
provider should have known that such items and services were 
excluded under 1862(a)(1) or 1862(a)(9). 

Subsection (d) in effect, in cases arising under (b) and (c) 
above, extends the same appeal rights to providers if it has 
been determined that the beneficiary will not exercise such • 
r ights. 

In summary, the appeal rights extended to providers under ■ 
Section 1879 are limited to those involving items or services 
excluded under 1862(a)(1) or (9); and then only those pot 
covered under waiver of liability in which a determination has 
been made that either the provider or both the provider and 
beneficiary knew or should have known that the said exclusions 
would apply. Any waiver applied to any items or services not eo 
excluded would be inappropriate. 



77 



; ». !»• m:'1'j til' !»•••! . . • i r i ,1 1 y . i j ■ j ...< t r 5 t.)ii'"i'}h Im" -i'Mt/^hf n:: | 

r ;*:}»•:■•:'•.*.'.»'• 5 j" n ' » ' iv", c'-i ti*'*- i !>i'*.:."r, 'Mu! t 

jTftCticiar} .Tt t.'»riM, y of H.-i 1 1 i '.'mImi r y . M i n r» i (;n i pr^i ■ Te/' t i i y i ng /if 
ri witn'.'«Q oti bfih;i) f of t he [provider war Ms. Hilda Parker, 
register juirse, who lo employed by the provider. 

The teatimony in the record in this case establ ished that tlie 
beneficiary waa admitted to )iome health care on July 20, 1983, 
with Is dlagnoala of gaatroenter Itia, high blood pressure, cheat 
pain, osteoarthritis, hiatal hernia and a alow heart rate. The 
teatimony presented a picture of an aged and debilitated 
patient, whose condition waa deteriorating. On March 27, 1984, 
her blood pressure dropped to 80/50 and her attending nurse 
immediately contacted her treating physician. On one other 
occaaion during the period in issu« she, the attending nurse, 
contacted the physician. The record also establishes that the 
nurse met with the supervisor during March to discuss the 
benei f icary' s particular problens • 

On August 2, 1984, this beneficiary was hospitalized with a 
cerebral vascular accident* with left hemipariaia, leas than four 
months following her discharge to aelf-care. This in and of 
itself is a strong indication of her need for skilled care on a 
weekly basis during the period in issue. Certainly at this 
point she is a high risk candidate for recurring atrokea. There 
is of course no way of knowing whether continued akilled viaita 
on a weekly baaia would have prevented thia stroke but certainly 
the prevention of such occurrences is one of the prima;:y reasons 
for the'existence of the program'; The beneficiary** overall 
condition would support a finding that recovery and safety can 
be asaured only if the total care is planned, managed and 
evaluated by techni^ial or profesaional peraonnel. The 
undersigned Administrative Law Judge concludes, therefore, that 
the nursing visits made to this beneficiary during the period at 
issue constituted a akilled level of care and were reasonable 
and neceasary under the circumstances. 

FINDINGS 

Dased upon the evidence of record and consideration thereof, the 
Adminiatrative Law Judge makea the following apecifi<? findingai 

• 1. The beneficiary. Ruby Mobley, received home health 
services from the provider. Home Health Agency 
Multi-County during the period February 1, 1984, 
through April 19, 1984. 

2. The eervicea conatituted a skilled level of care and 
were reaaonable and neceaaary for the diagnoaia and 
treatment of bene f iciary* a illneasea. 
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The Chairman. The Chair now recognizes Mr. Gordon Walker. 



Mr. Walker. I am Gordon Walker, executive director of the Jef- 
ferson Area Board for Aging, and Jefferson Area Board for Aging 
is one of over 600 area agencies cn aging in the country, and there 
has been a lot of discussion today about who is responsible for the 
pooling and coordination of resources at the local level. And I 
would like to enunciate that our agencies on aging are responsible 
for that, doing the best job they can. 

I have several case studies which I had selected to read, but I 
think in the interest of time and because of what you just heard, I 
will just limit it to one. 

The Chairman. Will you provide anything that you may have for 
the record? 

Mr. Walker. Yes. 

The Chairman. Thank you, 

Mr. Walker. This one case study is becoming very common, 
almost a daily occurrence, net just among this area agency on 
aging, but from other studies that are being done around the coun- 
try. I will be speaking in just a moment to a study that we have 
conducted in Virginia. 

This case is a rural resident, male, age, 72; lives with wife, age, 
64. Had a severe stroke early in 1984. Was hospitalized for 2 
months, discharged to a nursing home to be rehabilitated. Went 
home and received health care and family support. During the 
spring of 1985, however, he had another stroke. He was admitted to 
another hospital. He was released after less than 7 days. 

His wife who is also frail did not believe he was well enough to 
come home. She was given no explanation for his release. He went 
home and become much worse the next day. The following day he 
died in an ambulance on the way back to the hospital. 

DRG's may seem effective at controlling distortions and the fund- 
ing bias of acute care. However, they do so without an attending 
commitment to long-term care services. Consequently, economic 
cost savings are jeopardizing health care accessibility and quality 
of care. We find that simply by not paying for care at hospitals 
does not necessarily result in the sudden absence of the new for 
such care. Instead the responsibility of providing care has shifted 
to nonhospital services creating unnecessary hardships because this- 
burden has shifted without, an appropriate and necessary commit- 
ment of resources. 

The net result in many instances is a de facto rationing of care 
which, in turn, is closing off access to life-sustaining services. One 
thing I would like to note here is earlier testimony has talked 
about persons having to be transferred to more expensive care. 
What is of concern to me and other area agency on aging directors 
is that people are receiving no care. There just is not a care system 
out there capable of providing the care they need. 

We have been talking about home health care. Home health 
funded under Medicare is one form of care, but we are also talking 
about many other types of in-home services. For example, in the 
State of Virginia, we have seen an increase of close to 50 percent in 
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the number of home-delivered meals served in the last year. We 
have seen in the same amount of time 28 percent increase in home 
services, home care, personal care. 

In addition to this, there are over 580 persons presently on wait- 
ing lists in the State of Virginia. These are the people who have 
been assessed as having verifiable needs for home delivered meals 
and in home services, people who are homebound who are not ca- 
pable of doing for themselves. One other factor which is rather 
frightening is that in the past 6 months in the State of Virginia, 
we have witnessed an increase of 18 percent in reports of adult pro- 
tective service cases. These are cases of abuse and exploitation. Al- 
though no conclusive data can prove that this 18-percent increase 
is directly a result of DRG's, many social service workers who are 
responsible for taking adult protective service referrals believe this 
increase is partially due to the family support system and the 
other care systems for the elderly being overtaxed and underdevel- 
oped. 

Let me say one other thing about this study that we have con- 
ducted in Virginia. We polled and surveyed during the past couple 
of months over 160 different care providers. These are people work- 
ing at nursing homes, home health agencies, eirea s^encies and 
oamily caregivers. What we see is a total breakdown in the system. 
The system is just not working, and it is not working for multiple 
reasons, many of which were discussed here today. 

I would just like to reiterate that one thing that is of great con- 
cern is that the Reagan administration and I can't help but believe 
this is somewhat political, because that is what it is coming down 
to as far as where the dollars are coming from or not coming 
from — is using an equation to measure success of DRG's by the 
amount of hospital dollars saved. If, however, we apply human 
values and prudent medical ethics to this equation, then DRG's 
should be judged ineffective and a failure for many disadvantaged 
persons. 

Clearly, all service providers have identified that care for sick el- 
derly persons is progressively moving from hospitals to the commu- 
nity creating in many insteinces, financial and emotional costs for 
all care givers. It may be convenient and politically expedient to 
regard cost containment efforts in a positive light. If we fail, how- 
ever, to thoroughly look at those who are carrying the burden of 
these costs savings, we are obscuring truths that should be ac- 
knowledged and acted upon. 

It is sensible to control the growth of Medicare costs, but it is 
also prudent to preserve Medicare's social responsibility to provide 
adequate care for the elderly. We should continue to try and reach 
the goal of keeping people at home. We should do so, however, with 
adequate financial support for the long-tenn care health system 
and not in such a way as to endanger the patient's life and the 
breakdown of their support system. Thank you. 

[The prepared statement of Mr. Walker follows:] 
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Prepared Statement of Gordon Walker, Jefferson Area Board for Aging, 
Charlottesville, VA 

iNTRODUCrnON 

studies you are about to hear are what a few clients on only one of more 
thaii 600 Area Agencies on Aging have experienced during the past year. Empirical 
studies and anecotal information from around the country strongly indicate that 
these situations are occurring with disconcerting regularity. 

case studies 

An elderly white female, age 70, was released frx)m a local hospital after surgeiy 
relatmg to cancer of the colon. She was released into the care of her elderly hus- 
band, who was unable to provide the care required. She was referred by the hospital 
to an area agencrvr on aging (AAA) for homemaker service and to the Health Depart- 
ment for Home Health service. Assessments made by both the agencies within two 
days of discharge revealed that the patient required total care. The AAA homemak- 
er OTOgram was fully subscribed at that time. The client died within a week after 
discharge, while the AAA and the Health Department were in the midst of putting 
together arrangements for limited care a.E. periodic visits by a home health aide 
and limited homemaker hours pulled from another client). 

White female, age 73, diabetic, double leg amputee, waa released frt)m the hospital 
less than a week afl»r both of her legs were amputated. Her husband, age 72, is 
frail. There is no running water or battiroom in their house, so water has to be ear- 
ned from a nearby creek. The Area Agency on Aging was contacted aa a provider 
agency for medicaid personal care services. Not to exceed 18 hours per week. Pa- 
tient was taken home from the hospital in an ambulance where in AAA staff peraon 
and a R.N. were waiting to begin persomd care services. The patient was in great 
pain, barely conscious and the stump wounds needed dressing changes. She also 
needed insulin shots, but the husband and other family members were unable to 
administer them. The patient was incontinent. The situation was so critical that a 
nursing home bed had to be located immediately. She was taken to a nursing home 
facility two counties away ft^m here home since no other nursing bed could be lo- 
cated. 

Male, age 84, lived alone, elderly resident of a small rural county in Virginia. 
Family members lived close to him and provided support. During September, 1984, 
he had a stroke and was admitted to a public hospital. He was there three weeks 
when his family was told that he would be discharged. He was taken to the lobl^ 
where a secretary said that he looked too ill to go home. He was dischaiged but 
stayed m the lobby. He was running a high fever. A family member wen*, and con- 
fronted the doctor. He was readmitted 15 minutes later with pneumonia. He was in 
the hospital another week, went home for a week and died. 

^A?y «r age 72, lives with wife age 64. Had a severe stroke early in 

1984. Was hospitalized for two months. Dischamd to nursiiig home to be rehabili- 
tate. Went home and received home care and family support. During the spring of 

1985, he had another stroke. He was admitted to UVA hospital. He was released 
after less than a week. His wife who is also fi^ did not believe he was well enough 
to come home. She was given no explanation for his release. He went home and 
became much worse the next day. He died in the ambulance on the way Iwick to the 
hospital. 

Lnfortunately, these are not isolated examples. They represent common episodes 
of the community and family support system attempting to cope with the shifting 
^ds of health care poUcy. These changes, specifically ESagnostic Related Grouping 
(DRG s), have significantly altered both the health care delivery system and the 
type of health care delivered. Hospitals are now encouraged to discharge persons 
quicker or, in some cases, evem deny admission. This is deamatically and negatively 
impacting on the non-hospital continuum of care for the elderly and the w^l-being 
of the individual. 

To date, much attention has focused on the impact of DRG's on hospital costs and 
to some extent hospital services. Proponents of tnis method of cost containment are 
quick to point out the dramatic reduction in hospital expenditures, admissions and 
lengths of stay as clear evidence of the appropriateness and success of the system. 

Data, of course, support the above claim. Admissions rates are down by 4 percent, 
average lengths of stay have dropped from 9.5 to below 7.5 days, and hospital costs 
went up a moderate 4.5 percent when before DRG's the rate was over 10 percent 
Nonetheless, to some extent this claim is one that is based on gross receipts without 
consideration of the costs incurred in the process of acquiring as gross income. To 
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correctly measure if the prospective payment system (PPS) is working, we should 
look beyond the hospital and into the homes of the frail elderly and also look at the 
capacity of community services to adequately meet the patients' health and social 
n^ds. 

The intent of this discussion is to focus on some of the costs incurred within key 
elements of the long term care system. Specifically, this discussion will focus on the 
effects on DRG's on costs of care for non-hospital components of the health care 
system including nursing homes, AAAs, home health services and families of pa- 
tients. 

This discussion will, hopefully, document that simply not paying for particular 
care at hospitals (acute care) does not necessarily result in sudden abs^iicc ^he 
need for such care. Claims of hospital savings obscure other costs. The burden oi 
care has shifted to the non-hospital service system and families. This shift in itself 
is neither good nor bad. The (ufiiculty arises because the burden for care has oc- 
curred without an appropriate and necessary commitment of resources (financial, 
educational, programmatic, and research). The net result in many instances is a ra- 
tioning of care which is closing off access to life sustaining services. 

This oversight of policy makers in their haste to cut hospital costs is one based on 
ignorance, rather than malicious neglect. Because our magic bullet, the hospital 
centered health care system, has been* the dominant mode of health care for the 
past half century, not even health care providers could offer a rationale view of 
what was needed to cost effectively accommodate the demands for non-hospital 
health services with the implementation of DRG's. 

PPS and DRG's seem enective a. controlling distortions in the funding bias of 
acute care. However, they do so without an attending commitment to long term care 
services. Tt.3 net effect being economic cost savings which jeopardizes quality of life 
and health care accessibility. 

Now the changes are upon us. Information in the media and from service provid- 
ers are daily providing evidence of long waiting lists for home delivered meals, fami- 
lies being overwhelmed by the constant acute care they must provide older family 
members, the paucity of nursing home beds and personnel trained to provide the 
level of care required by patients discharged from acute care facilities, increased 
demand for in-home acute care nursing, and finally a lack of policy and reimburse- 
ment structures capable of supporting and assessing access of necessary care, let 
along some quality of care. 

Evidence of these costs comes from not only personal accounts but also from a 
state wide longitudinal study of the Impact of DRGs on Community Health Services 
for the Elderly in Virginia and regional reports around the country. 

Perhaps the most encompassing change which DRGs have imposed on families 
and non-hospital health care services is the demand for complex services to frail, 
dependent patients who previously were allowed to gain strength in acute care hos- 
pitals prior to discharge. While DRG's have obviously affected younger as well as 
older patients, the hazards associated with health care of the elderly are considei^ 
ably greater than for younger patients. This is true because of psychological and 
physiological vulnerability in the elderly which make them likely candidates for (1) 
slow recovery, (2) idiosyncratic responses to treatment, (3) agitation and confusion 
associated with impaired physiolo^c status and (4) environmental changes incurred 
when short stay hospitalization is imposed. 

These viilnerabilities in the elderly patients discharged to nursing homes, famihes 
and home health care agencies coupled with the increased numbers of such patient 
referrals have resulted in a total overload for community health services and fami- 
lies. From investigations currently underway, it in clear that families and communi- 
ty ser^dce agencies are very concerned about providing adequate care but their ca- 
pacities arebeing rapidly exhausted. 

In V^irginia, for example, during the first quarter of 1985, hours of in-home serv- 
ic as performed by Virginia's twenty-five area agencies on aging increased by 49 per- 
cent from a year earlier. Home delivered meals are up 28 percent firom the previous 
year with several AAA's reporting increases of over 50 percent. As of June 1, 1985, 
13 of Virginia's AAA's reported Having waiting lists for home delivered meals with 
an additional six having recently reached capacity. The number of frail, at-risk per- 
sons in need of these services has grown to 590. If demand continues at its present 
pace, the number of persons waiting for meals is expected to incresase dramatically, 
thereby advancing the likelihood of institutionalization. Also, 8 AAA's are forced to 
deny other in-home services to 286 impaired older persons due to insufficient re- 
sources. For persons receiving services, many are beginning to receive less meals or 
less hours of^ home care. Thus leaving many of them without the level of services 
needed to either maintain or improve their health. 
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u ^ ^J'i??^ ^"'^f^ ®^ aU AAA's in Virginia estimates a potential $5-6 miUion 
budget deficit over the next fiscal two years. This situation occurs as AAA's try io 
maintain pr^nt service levels and does not take into account the expected increas- 
ingdemand for home care and home delivered meals. 

not only restricts access of older patients to care and lowers qual- 
ity of care. But also grossly interferes with other responsibilities of famiUes and 
community semce ^encies and wiU result in iatrogerilc effects with serious conse- 
quen^ for aU fanuly naembers and clients served by communify health agencies. 

^iuite simply, community service agencies are becoming less able to provide other 
servic^ to other chents or preventive services to any clients because of acute care 
demands. Several area agencies on aging are cutting back on congregate meal sites 
and other supportive services so as to meet the increasing demand for in-home serv- 
ices to those at greatest risk of institutionalization. In the Charlottesville Viivinia 
area, for example, many sites are now open only 2 or 3 days a week as limited re- 
sources are being redirected to respond to the demand for Ufe sustaining services 
^e long term effects of this decrease in the provision of preventative services for 
the relatively well elderly signals an ominous future for many of the persons receiv- 
mg services at the congr^ate sites who sit precariously on the edge of serious ill- 
ness. 

The nurturing, economic, socialization functions of families are taxed to the 
degree that elder Mid child abuse are likely to increase. Witness in Virginia, for ex- 
wnple, the 18 percent mcrease from September, 1984, to April, 1986, m adult protec- 
tive service refeirals for persons over the age of sixty. Although there is no conclu- 
sive proof this phenomenon is a direct result of DRG implementation, interviews 
wiUi social workers responsible for handling these cases of abuse. Neglect or exploi- 
tation believe that much of this increase is a direct consequence of family members 
and other care givers finding it extremely difficult and more stressful to provide in- 
tensive care to sicker persons. 

Car^vers, for the most part, want to provide loving but may find themselves 
burned out by the mcreasing demands on their time and energy. Consequently, 
car^vers syndronae-stress caused by the intense health care requirements of a 
f^Lly member and lack of adequate services— has become a frequent condition, in 
addition, functional adult children caring for elderly parents are experiencing physi- 
cal and emotional illnesses interfering with their capacities as workers and care 
givers. Famihes are being asked to do more when in most cases they have already 
done everything they can. Is it not uiuust to ask them 1^ deal with intensive disabii- 
iti^ and other complications as weU as higher out^)f-pocket costs? It is demoralizing 
to the family not to be able to provide the care needed or to become a pauper in 
order to receive certam kinds of health care. 

Evidence of the implications of DRG's is documented by a Vireinia survey of 160 
care providers representing nursing homes, home health agencies, hospital dio* 
charge planners, families and area agencies on aging. A preliminary analysis of 
data strongly pomts out Uiat the heal^ care sy«tem for the elderly is changing dra- 
matiaaUy from the pre-DRG ere. This investigation clearly reveals: 

(1) Decreased length of stay for elderly in acute care settings; 

(Z) Decreased length of time spent in community between acute care admissions 
for elderly patients; 

(3) Increase in volume, complexity and intensity of skilled home care and home 
support sei-vices for the elderly; 

(4) Increase in complexity and acuity of skilled nursing home care; 

(5) Increase in all levels of personnel in nursing homes; and 

(6) Increased involvement, stress and strain offamilies of the elderly; 

Conswtentiy, community service providers and hospital discharge planners identi- 
fied Mid ranked the greatest needs for services to the elderly post DRb's as (1) home 
health skilled nursing care and skiUed nursing home beds, ffi) home health aids, and 
(3) meals on wheels. 

In reference to the increased needs for home health care skilled nursing services, 
a pau^ T-test a*=.982) documented a significant increase in these services provid- 
ed by home health agencies from pre to post DRG's. The need for these services is 
substantiated by caregivers reporting that the populations of elderly served pre 
DRGs was predominantly ambulating with assistance to post DRG status of chair 
or bedndden. Care givers report an increase in the use of mechanical equipment in 
care and an mcreased length of time and frequency of visits required for adequate 
care. Family menabers substantiate this increased need and their fhistretion about 
their hnutations m providing care by proposing that they don't feel competent and 
they need more frequent assistance by home health nurses than is currently avail- 
able. 
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ArtZi agencies on aging and other community service agencies are equally con- 
cerned about the disruption of service to chronic long term clients because of the 
multiple crisis short term acute demands of newly dischaiiged elderly clients and 
emergency interventions for elderly patients requirmg re-admission. These organiza- 
tions also report: , ^ ^ J. I. J 

(1) Family members are having to leave jobs and family to care for discharged 
patients because they are not given adeouate time to set up services. The degree of 
care required is exhausting spouses and other family care givers who must often 
provide 24 hour patient care while trying to maintam jobs and their own nuclear 
families. 

(2) Last minute referrals from hospitals. 

(3) More staff needed to handle increased patient load that necessitates more m- 
tensive care and longer hours. 

(4) Greater use of high-tech services. 

(5) inabUity of resources to meet growing demand for m-home services. 

(6) Greater demand for special diet meals and prescribed nutritional supplements. 
Discharge planners are experiencing similar situations. The msgor implications 

DRG's are creating for dischwge planners include: 

(1) Lack of availability of ICF and SNF nursing home beds. ^ 

(2) Length of stay reduced by 10%, thus, in many cases, providing insufficient 
time to prepare appropriate discharge plans. 

(3) More nursing home placements of patients with complex medical needs. 

(4) Sicker persons returning to the community. 

(5) Increased demands being made on family and the commumty . 

(6) Increasing pressure from physicians to discharge patients quicker, and 

(7) Insufficient community resources. 

Nurting homes report: 

(1) A doubling in patient physical treatments (hyperalimentation, TVs, jet aeroBol). 

(2) Increased weekend admissions. 

(3) An increase in agitation and confusion among patients. 

(4) Increased number of deaths. ^ ^. , ^ , 

(5) An increased need for skilled, trained personnel and medical equipment, and 

(6) Placement of patients with intensive care needs in ICF beds because no SNF 
beds are available, fiiese effects on nursing homes are much more significant than 
appear on superficial examination. . j j i_ , . i. 

It is widely recognized that the bulk of nursing home care is provided by 1^ thwi 
high school educated nurses aides who have a documented turnover rate from 75- 
700 percent across the country. These aides are recognized as exceptionallv poorly 
trained and even more poorly reimbursed. There are no enforceable standards for 
nursing aide education. Medicare, state Ucensure and JCAH expectations are totally 
inadequate in this regard. Many of these aides, while lackmg nursing care skills, 
demonstrate truly remarkable nuturing, caring behaviors in their work with the el- 
derly. These may be equally as important to quality care as nursing care skills. 
However, with acutely ul patients being admitted to nursing homes, nursmg homes 
aides are frustrated by their lack of training and knowledge about reqmred skills, 
and they do not have the time to nurture. Tliis is likely to lead to possible patient 
abuse and/ or increased turnover. Both of these likely outcomes are very hazardoiw 
for elderly patients as consistency, predictability and nurturing associated with 
knowing the care giver is of vital importance in quality care of the elderly. 

A second major problem for nursing homes is that of agitation c"^d confusion of 
an increasing number of elderly. This isproblematic and a huge risk to mdividual 
patient safety. It also creates nugor difficulties for other more oriented residents 
who cannot rest or interact socially because of the disruption created by such behav- 
ior in a nursing home environment. In many ways, the mcreased frec|uency of death 
in nursing homes creates the same problems as identified above. Itesidents and staff 
and the mUieu of the nursing home are significantl;r affected and at this time are 
poorly prepared to deal with the social and emotional consequences of frequent 

^^fh^ Virginia findings are supported by a report from the Eastern Washington 
Area Agency on Aging. This report of 31 social and health agencies from the east- 
em region of the State of Washington drew the following conclusions: 

i. General Effects ofDRGs: 
Changes have occurred in traditional care practices: 

A. Overall shorter length of stay in hospitals; , i. ,xt- 

B. More patients are being exposed to other services within the heaHh care con- 
tinuum; 
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C. Increased medical acuity of older patients being discharged from hospitals (frail 
older persons are being dischai^ged "quicker and sicker" than previously practiced); 

D. In-home care providers are being called upon to provide more short-term and 
mtensive care; 

E. Medical needs taking precedence over social needs, i.e., increased emphasis on 
emergency treatment and less emphasis on preventative, holistic care. 

Resources utilization has shifted from hospital in-patient to hospital outpatient 
home health and other community-based care services. 

//. Effect* ofDRG's on Home Health Agencies: 

A. The DRGs prospective payment system has had a significant impact on the 
extent and range of services being provided by home health care agencies. Further, 
the impact on urban providers has been more significant than on rural providers. 

For urban home health care providers, the number of reimbursable home visits 
are up 27 percent, based on six months data comparable periods in 1983 and 1984 
for agencies responding to the survey. 

For rural providers, professional nursing visits are up 18 percent in 1984 when 
compared with the number of visits made during a comparable period in 1983. 

B. "Die demard for the provision of professional nursing services in the home is up 
in both urban and rural settings. 

In urban areas, professional nursing visits are up 37 percent, based on six months 
data for comparable periods in 1983 and 1984. 

In rural areas, professional nursing visits are up 18 percent in 1984 when com- 
pared with the number of visits made during a comparable period in 1983. 

C. Delivery of home health aids services is up in urban areas, it is down slightly 
m rural £u*eas: 

In urban areas, home health aide visits are up 22 percent based upon six months 
data for comparable periods in 1983 and in rural areas, the number of home health 
aide visits is down slightly in 1984 when compared with the number of visits mad*s 
dunng a comparable period in 1983. 

D. Based on prevafling reimbursement rates, it Is conservatively estimated that 
the cost to all payers of providing in-home health care (professional and aide) during 
2n^7n?l°'^'" period m 1984 in the seven eastern Washington counties surveyed is 
$244,211 greater than for the comparable time period in 1983. 

E. In r^ponse to the increased medical acuity of patients being seen in the home, 
home health care providers are: 

Purchasing, or planning to purchase, more sophisticated equipment (e.flr.. intrave- 
nous pumps, hospital beds, etc.). 

Securing, or planning to secure, training for nursing personnel on topics ranging 
from the utilization of more sophisticated medical equipment and devices to the per- 
formance in the home of more complicated nursing procedures. 

Experiencing an increase in the average length of time required to complete a 
nursmg visit. 

Experiencing an increasing number of short-term visits requiring intensive care. 

Expenencmg an increase in the utilization of traditional nursing supplies. 

Experiencing an increase in the demand for the delivery of rehabilitative services 
Especially speech and physical therapy services. 

Experiencing an increase in the growth of staff nurses, aides and office personnel. 

Expenencing an increase in weekend staffing and after-hours on-call availability 
of nursmg personnel. 

///. Effects ofDRG's on Home Delivered Meals Programs: 

A. The demand for the provisions of home delivered meals is up on both urban 
and rural settings. 

In urban areas, the number of persons receiving home delivered meals are up 24 
percent based on six months data for comparable periods. 

In rural areas, the number of persons receiving home delivered meals are up 33 
percent in 1984 when compared with the number of meals served during a comoara- 
bleperiod in 1933. 

The number of meals being served has increased 16 percent in urban areas and 26 
percent in rural areas for comparable times periods. 

B. One of every four clients served hy both urban and rural meal programs during 
the first seven months of 1984 were DRGa-related. 

C. Increased numbers of persons are receiving short-term meal assistance (IE. 
less than two weeks). 

D. In the Spokane Home Delivered Meals Program. The workload of volunteer/ 
drivers has increased significantly from about 14 meal deliveries per driver to 22 
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deliveries per driver since the implementation or DRGs (meals are also arriving 
late). 

E. Increased dmmemd for special diets to individuals recently discharged from hos- 
pitals. 

IV, Effects ofDEG's on other community-based services: 

A. There is a deimand from care givtsrs of family members recently discharged 
from hospitals tor in-home Respite Care. - , 

B. Increased, demand from clients recently discharged fix)m the hospital for the 
delivery of Chore Service on weekends. 

C. Increased demand for emergency Chore Service, Inc., i.e. a request for service 
initiation within 2^4 hours of the tinie a referral for service is made. , , , . 

D. Increased demand for multiple aide visits during a single work day (the aide 
goes into the home of a client morfj than once on a given day). 

V. Effects ofDRG's on patient's and families: 

A. Medicare recipients and their familiv«58 and/or significant others are generally 
uninformed, confused and fltixious about prospective reimbursement under DRGs. 

B. A high percentage of caregiver? are experiencing high levels of anxiety and re- 
sentment over being ^'forced" into the uncertain role of caring for a sick loved one. 

C. Hospitals are not giving pat^enti/familiefe the supplies they need to manage at 
home nor are hospitals providing the instructions necessary for appropriate follow- 
up care at home. As a consequence, families rifc:htly tend to feel that hospitaJa and/ 
or doctors have shifted the responsibility for pixmding care to the family and they 
have not been properly prepared for this new rcle. 

VI. Estimated annual cost impact on the community based sen^ice delivery system 

Ettimated cmnual 
emit 

Program impact area: 

Home health agencies ' la'SiJ 

Home Delivered Meals Programs ?' Ann 

Spokane respite care demoiistration project 5,000 

Contracted Chore Services Program * un known^ 

268,976 

1 There was no empirical basis for providing a basis .^^or projecting a cost impact of DRGi on 
the Contracted Chore Services Program. Thij is lonfortunate because there is obviously a smlTi- 
cant cost factor involved. One would reasonably expect th« cost factor to be at least as high as 
the home delivered meals program. 

2 Unknown. 

Further evidence of DRG impact on community and family support systems is 
presented in a report recently prepared by the Southwest Long Term Care Gerontol- 
ogy Center in Dallas, Texas. This survey of forty area agencies on aging representp 
ing a wide variety of geographical regions and urban/ rural characteristics supports 
the data collected from the Virginia and Washington sf:udies. 

While measuring how case loads, program priorities and service delivery have 
changed since thTimplementation of DRG's, the stati^ics portray a situation ofin- 
crea^ service demand and substantial increases in units of services provided. This 
phenomenon is exacerbated by a documented increase in the length of time clients 
receive in-home services, mostly noticeably in-home skilled nursing care and person- 
al care. 

Additional findings report: 

1. One-third of the agencies having to decrease or eliminate some programs to in- 
crease funding for case management, homemaker services and home dauvered 
meals. Ai3 we witnessed in Virginia, the services most often cut were senior center 
programs, congregate meals, transportation, volunteer services, counseling, educa- 
tion, home repair and chore service. 

2. Increase in referrals from hospitals for emergencjr services, home care and 
home delivered meals. When asked what problems contributed most to hospital re- 
admissions, the directors of these 40 AAA's most often believed inadequate honie 
support services, inadequate ifamily support, impaired physical condition mid inad- 
equate time for discharge planning were primarily responsible for avoidable rww- 
missions. A large majority abjo believe that longer initial hospitalization and addi- 
tional community resources would have prevented or delayed institutionalization. 
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Summary arid implications: 

Clearly, all service providers have identified the locus of care for sicker elderly 
moving from acute care hospitals to community agencies and facilities. This 
shift, wnue not neceijsarily negative, is also not without financial and emotional cost 
to agencies, famihes, care giver and older patients. 

If the equation by which we measure success is hospital dollars saved, then DRG's 
and other cost containment efforts have succeeded. If, however, we apply human 
values and respectable medical ethics to this equation, then DRG's should be judged 
ineffective and a failure for many disadvantaged persons. 

Nursing homes have experienced a significant increase in the needs for all levels 
of personnel smce the institution of DRGs. Home health care agencies report an in- 
o-ease m the need for more complex and intense nursing services. Area Agencies on 
Aging are overburdened and underfunded with the demand for home delivered 
meals and m-horoe services which, in turn, is reducing preventative programs for 
the well elderly. 

The requirement for care (equipment, skill, emotional senntivity and resiliency) 
in commumty agencies have changed. Dying patients are no longer sent to the hos- 
pital. Famihes and care givers deal directiy rather than indirectly with all the 
harsh realities of assisting a dyin^ person. 

Incr^sed skills, use of sophisticated medical equipment and increased emotional 
demands on families and community care givers require increased training and sup- 
port for these providers. Furthermore, shifting this care to community care agencies 
and faculties requires increasing attention to coordination and funding of services. 
Th^ coordination is essential for the pitmsion of a continuum of services for a high 
nsk population incapable or organizing such services on its own. 

There is clearly a need to continue documentation and investigation of the impact 
of DRGs on the continuum care services for the elderly. L^lators and other de- 
signers of health car* policy are encouraged to carefully consider (J) the need to 
Si*^^^?T>^^^V*^^V^" examining the needs for care debvery which have resulted 
trom DRGs, (2) jwlicy to guide development of services and adequate reimbursement 
of th^ to mclude appropriate funding for alternatives to acute care, (3) support for 
the education of service providers and researchers to develop cost effective alterna- 
tive care systems for the elderly, (4) including such factors as availability of commu- 
mty and family resources when establishing the bosis for DRG reimbursement, and 
(5)promoting rather than constricting use of Section 2176 medicaid waivers. 

What we are exi>eriencing is most likely minor in comparison to the potential 
long term effects of cost containment policies in their present form. Jn attempting to 
make hospitals more cost effective, the burden of care has shifted to community and 
??r^f?^ providers who lack the capacity to attend to the complex medical needs 
of the frail elderly. The net r^ult of cost containment may be lowering hospital ex- 
penditure but it is also depriving persons of access to necessary health care. 

It may be convenient and pohtically expedient to regard cost containment efforts 
in a positive light. If we fail, however, to thoroughly look at those who are carrying 
the burden of these cost iavings, we are obscuring truths that should be acknam- 
edged and acted upon. It is sensible to control the growth of Medicare costs, but it is 
also prudent to preserve Medicare's social responsibility to provide adequate care 
for the elderly. 

We should continue to try and reach the goal of keeping people at home. We 
should do so, however, with adequate financial support for the long term care 
health system and not in such a way as to endanger the patient's life and the break- 
down of the their support system. 



The Chairman. Thank you, Mr. Walken. Ms. Brody, please pro- 



Mrs. Brody. Congressman Roybal and members of the commit- 
tee, I represent the Philadelphia Geriatrics Center, which is a non- 
profit agency that cares for thousands of older people who live on 
our campus or in their own homes in the commumty. My testimo- 
ny is based on our 35 years of experience in serving this popula- 
tion. 

At present, public policies are putting extreme pressure on care- 
giving families who are already overburdened and at risk of mental 
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and/or physical breakdown. Apart from human considerations, 
such policies ultimately add to the economic cost of health care to 
the Nation. I am referring, of course, to cost containment efforts 
with respect to home health care. Medicaid caps, moratoriums on 
nursing home bed construction and other measures such as the re- 
classification of nursing home residents to lower levels of care in 
order to reduce the levels of reimbursement. 

All of these things are occurring at the very same time that the 
prospective payment systems are creating an increased demand for 
prompt access to services beyond the doors of the acute care hospi- 
tal. All of this, of course, must be seen in the historical pHerspective 
of a system that has focused its long-term care in medical terms 
when it really is a social problem. 

I wish to emphasize that families have proven themselves to be 
extremely reliable in helping their elderly, often going beyond the 
call of duty to the point at which their severe burdens affect their 
own mental and physical health. The mjrth that families nowadays 
do not take care of their old people as they did in the so-called good 
old days is just that, a myth. And sometimes the myth is echoed 
because it provides a rationale for service cutbacks. 

Families are cheered on to redouble their efforts in order to re- 
lieve the taxpayer's burden. The fact that has been established 
without one shred of contradictory evidence over 30 years research 
is that families, not the Government or social agencies, provide 80 
to 90 percent of the health social supportive services needed by the 
elderly. 

Many care-giving adult children, sind they are mostly the adult 
daughters, are in their sixties and seventies. They are close to or 
even into the aging phase of life themselves, with reduced energy 
and age-related chronic ailments. 

What we have is a situation in which the grandparent's genera- 
tion is taking care of the great-grandparent generation. 

And because the ailments of the old are chronic, families often 
must provide this care for many years. We have had people in our 
studies who had been giving care for 20 and mere years. 

These family efforts, of course, are not without very heavy social 
and economic costs, as many, many studies have shown consistent- 
ly. Some of these caregivers experience serious financial or physi- 
cal stress, most of them experience severe emotional and mental 
health stress effects, such as depression, anxiety, conflict, frustra- 
tion, and lower morale. They are restricted to their homes, and the 
family lifestyles and plans change. 

There has also been concern expressed about the possible reduc- 
tion in family care of the old, and an increased burden on the tax- 
payer that might occur because so many of the women, who are 
the principal caregivers to the elderly, are now in the work force. 

Let me assure you that this has not happened. The research evi- 
dence is consistent here, too. What working women try to do is to 
do it all. They take care of their families, their elderly parents, and 
they work, giving up their own free time and leisure activities in 
order to do so. Recent data from our Philadelphia geriatric studies 
show that their elderly parents do not receive less care. 

To return for one moment to the concern that the Government is 
paying for services that families should be giving— not only is the 
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research evidence consistent, but I call your attention to the first 
data that have come out of the 1982 long-term care survey, in 
which they show that only 4.3 percent of the help needed by older 
people who need help in their activities of daily living--only 4.3 
percent is given by unpaid Government or social agency workers. 
The rest is given by the family or purchased by the family or older 
persons. 

These family caregivers are the very ones that current policies 
are urging to do more. They are the ones who are most affected by 
cutbacks in even the minimal services that are available for the 
noninstitutionalized elderly. 

They are the ones who, after years of taking care of relatives 
with Alzheimer's disease, are finding nursing homes inaccessible 
because of cost containment policies that also fhistrate efforts to 
provide quality nursing home care. 

I refer you to a recent GAO study, which documented the closing 
of nursing home doors to the heayy-care medicaid patients, that is, 
A^ ^heimer's patients, and I submit for the record a paper on that 
issue, with the request that it be printed in the hearing record. 

These families are the very ones who do not have access to the 
respite care programs, the day care programs and the other kinds 
of services that could help them to do what they want to do and 
what they have been doing. 

I respectfully submit that if an irresponsible social policy fails to 
help the families of disabled older people, the ultimate cost to soci- 
ety will increase. The hidden costs are now becoming visible, the 
cost in temis of family strain and mental and ph3rsicfiu breakdown. 
These can increase the economic costs to our health and mentid 
health S3rstems, and both the social costs and the economic costs 
will be transmitted down through the generations. 

While I am here, I respectfully request the opportunity to make 
one final comment. There has been a recent destructive tendency 
to pit children against the elderly in questions concerning the allo- 
cation of resources. 

It is tragic that the number of children in poverty has increased, 
and that deplorable situation must be eliminated. But it is not nec- 
essary to increase the number of poor old people in order to do so. 

Every scrap of research evidence shows that the well-being of the 
generations is interlocked. When old people are disadvantaged, 
their children and their grandchildren are cUrectlv affected. 

What we do or fail to do for the £^ed today will provide a model 
of society^s commitment to those children and grandchildren when 
they become old. 

A quarter of a century ago, the World Health Organization 
pointed out that it is for the sake of the younger generations as 
well as the elderly that we must see to the latter s well-being. 

Thank you very much for the opportunity to share this informa- 
tion with you. 

[The prepared statement of Mrs. Brody follows:] 

pRXPARED Statement of Elaine M . Beody, Philadelphia Gbhiatric Center, 

Philadelphia, PA 

My name is Elaine Brody. I am the Director of the Department of Human Serv- 
ices and Associate Director of Research at the Philadelphia Geriatric Center (PGC). 
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The PGC is a multi-function nonprofit agency that cares for over 1100 older people 
living on its campus in a variety of arrangements including intermediate and 
skilled nursing facilities, high-rise apartment buildings with services, converted one- 
family homes, and a fully accredited geriatric hospital. We also serve thousands of 
older people who live in their own or their family's households through such pro- 
grams as in-home services, hospice-home-care, a consultation and diagnostic service, 
day care, and respite service for families caring for an Alzheimer's patient. My testi- 
mony today is based on the PGO's thirty-five years of experience in serving elderly 
people and their famiUes and on studies about family care of disabled older people 
carried out by our Gerontological Jtesearch Institute. 

Current public policies are putting extreme pressure on care-giving families. 
Many caregivers are already o^ er-burdened and at risk of mental and/or physical 
breakdown. Apart from human considerations, such policies ultimately add to the 
economic costs of health care to the nation. The pohcies I refer to are, of course, 
cost-containment efforts with respect to services such as home health care. Medicaid 
caps, moratoriums on nursing home bed construction and reclassification of nursing 
home residents to lower levels of care in order to reduce reimbursement rates for 
which they are eligible. All of these restrictions are occurring at the very same time 
that prospective payment systems are creating an increased demand for services 
beyond the doors of the acute care hospital. 

1 wish to emphasize at the outset that families have proven themselves to be ex- 
trem.ely reliable in helping their elderly, often going well beyond the call of duty to 
the point where their severe burdens affect their own mental and physical health. 
The myth that families nowadays do not take care of their old people as they did in 
the "good old days" is just that— a myth. The myth sumves for a variety of rea- 
sons—because people refuse to look at the facts or because of biaseSj for mstance. 
Sometimes the myth is echoed because it serves a purpose in providing a rationale 
for service cut-backs— that is, cheering families on to redouble their efforts in order 
to relieve the taxpayers' burdei^. (Parenthetically, it should be pointed out that 
these caregiving families themselves and the older people they help are the taxpay- 
ers.) 

The facts that have been established without a shred of contradictory evidence in 
the course of 30 years of research are as follows: 

Families, not the government or social agencies, provide 80-90 percent of the 
health/social supportive services: medically-related care and home nursing, hands- 
on personal care, household maintenance, transportation, and shopping. Families re- 
spond in emergencies, provide intermittent acute care, and receive the elderly when 
they are discharged ft^om hospitals and from rehabilitation and convalescent facili- 
ties. Families provide the emotional support — the concern, affection, socialization 
and sense of having someone on whom to rely — that is the form of family help most 
wanted by the old. 

Services ^m government and agencies do not encourage families to shirk care- 
giving. Rather, such services complement and supplement those of the family, 
strengthening the family's capacity to provide care. Moreover, families are extreme- 
ly modest in their requests for help when it is offered. 

In the main, the members of the family who are the principal caregivers to the 
old are their elderly spouses, helped by adult daughters and to some extent daugh- 
ters-in-law. But there are nine nullion widowed older people (most of them women) 
and their principal caregivers are adult (laughters and daughters-in-law. Sons also 
sustain bonds of affection with their parents and do certain gender-defined tasks 
(such as financial management), but in general, they do less and are helped by their 
wives. 

Families do not dump older people into institutions. Rather, they exert strenuous 
efforts to avoid nursing home placement, often exhausting themselves emotionally, 
physically, and financially before taking that step. 

It is not true as the stubborn myth would have it, that ''families nowadays do not 
take care of their old as they did in the past." To the contrary, families nowadays 
provide more care, more difticult care, over lon^r periods of time to more older 
people than ever was the case before. This, despite the fact that family caregivers 
nowadays have fewer personal resources with which to provide thpt care and are 
confronted with more competing demands on their time and energy. 

It is the very old who are the most vulnerable to disability. Their car^ving 
spouses £dso are in advanced old age, with their capabilities raduced accordingly. 
C^egiving adult children most often are in their late 40'8 or SO's, but some are m 
their 60'b and even 70'b. They too, are close to or even in the aging phase of life, 
with reduced energies and age-related chronic ailments. Many are facing widowhood 
or retirement It is the grandparent generation that is providing care for the great 
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grandparent generation. In addition, the falling birthrate has resulted in today's 
older people having fewer adult children to share their care when need be. And be- 
cause the ailments of the old are chronic, families often must provide care for manv 
years. ^ 

Family efforts are not without heavy social and economic costs, as many studies 
have shown. Some familjr car^vers experience financial strain and some suffer 
from stress-related physical ailments. Magorities experience emotional/mental 
health symptoms such as depression, anxiety, conflict, frustration, and lowered 
morale. ThMe n^ative effects result from the restrictions on their time and free- 
dom, difficulties m setting priorities from among the multiple and competing de- 
mands on their time and energy, and ftxjm interference with their life^les. priva- 
cy, social and recreational activities, vacations, future plans, and income 

Concern has been expressed about the possible reduction in family care of the old 
and increased burden on the taxpayer that might occur because many women in the 
parent care years are now in the work force. Let me assure you that this has not 
happened. Again, the nssearch evidence is consistent. The vast majority of working 
women tiy to do it all '—they take care of their families, their elderly parents and 
work, givmg up their own free time and leisure activities to do so. Moreover, most 
women work because they and their families need the money. 

In a recent PGC r^earch study, we found that many adiilt daughters, whether or 
not they worked, ^d "caregiving careers." They had helped care for their fathers 
and other elderly fanulv members in the past, were caring lor more than one old 
person at the tune of the study, and most of them still had their own children in 
their households. 

In the same study, we found that some working daughters, after years of arduous 
caregiving to disabled elderly parents in addition to doing paid work, quit their jobs 
to take care of the older people. Some working women had cut back on their work- 
mg hours or were considering quitting. Both of those groups of daughters hod ex- 
tremely dependent parents, many with Alzheimer's disease, whom they had been 
helping for lon^ penods of time with the result that their health had suffered. 

^ their jobs had extremely low family incomes (40 percent of them 

under ?15,000 a year). Some of the working women lost time from their jobs and 
had passed up opportunities for advancement. 

A most important finding from our study is that the parents of the working 
women were receiving just as much help as the parents of the nonworking women. 
The workmg women themselves continued to give their parents as much emotional 
support, help with fhopprng and transportation, household maintenance and coordi- 
nation of services. When the working women needed someone to be at home with 
the pm^nt during working hours, most of that help was purchased, not provided 
free of charge by the government or social agencies. To underline— only a small 
fraction of the services received by older people are paid for by government. This 
was found not only m our study, but by the classic GAO study of the Qeveland area 
recentiy confirmed by a HCFA report on national data coUected by the 
1982 Long Term Care Survey. ^ 

These family caregivers— elderly husbands and wives and overburdened adult 
Children— we the very ones current policies are now urging to do more. These are 
the ones who are most affected by cutbacks in even the minimal services that are 
available for those who care for the noninstitutionalized elderly. These are the ones 
who, after years of taking care of relatives with Alzheimer's Disease, are finding 
nursmg homes maccessible because of cost<»nstainment policies that also frustiite 
efforts to provide quahty nursing home care. A recent GAO report has documented 
the closing of nursing home doors to "heavy care" Medicaid patients, a submit for 
the record a paper my colleagues and I wrote on that issue which appeared in the 
American Journal of Pubbc Health.) These families are the ones who, except for a 
sprinkhng of demonstration projects, do not have access to respite care prtwrams, 
do andhavTS^^do^ ^^^^ a»rvices that could help them to do what they want to 

I respectfully submit that if an irresponsible social policy fails to help the families 
<tf disabled older people (including families of those who have Alzheimer's disease), 
the ultimate corts to society will mcrease. The hidden costs now becoming visible- 
costs m terms of family strain and mental or physical breakdown-~can increase the 
economic costs to our health and mental health systems. Both the social costs and 
the economic costs will be transmitted down through the generations. 

One final comment — 
. Recently there has been a destructive tendency to pit children against the elderly 
in questions conning the aUocation of resources. It is tragic ^that the number of 
children m poverty has mcreased. That deplorable situation must be eliminated. 

o ■ 
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But it is not necessary to increase the number of poor old people in order to do so. 
The well-being of the generations is interlocked. When old people are poor or o<*.er- 
wise disadvantaged, their children and grandchildren are directly affected. What we 
do (or fail to do) for the aged today, will provide a model of society's commitment to 
those children and grandchildren when they become old. A quarter of a century ago, 
the World Health Organization pointed out that it is for the sake of the younger 
generations as well as the current generation of elderly that we must see to the latp 
ter's well-being. 

When Beiyamin Spock was campaigning for the passage of Medicare, someone 
asked him why he was doing so. He replied that he loved children so much that he 
wanted to be certain they would receive good care when they become old. 

TTiank you for the opportunity to share this information with you. 
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CJommentary 



Senile Dementia: Public Policy and Adequate institutional Care 

Elaine M. Brody. M. Powell Lawton. PhD. and Bernard Ueiowitz 



Abstract: Increasing cosis c^insiHutioml care for the axed have 
occasioned a variety of sovenunent cost cooiainmeni measures. 
People with senile dementia of the AJiheimer s type (SDAT) wiO be 
the pnncipa] troop to suffer from cutbacks. SDaT patients are 
usually efitible for IntermedUtc Care Facilities (ICFs). rather than 
Skilled Nursint Facilities <SNFs) and therefore for louxr reimburse- 
ment. Because such paiierus require heavy care and are the ooes 
most likely lo be MedicaidHiepeadent* mmiaf homes are beio| 
provided with incentives lo preveal admissioas. At the same time. 



community services to aid overburdened carefivcrs are irossly 
inadequate. Cosu to other parts of the health systems are increased 
by backups in acute hospitals whco nursiof home beds cannot be 
found. SDaT and Medicaid elifibiltty are the priactpal causes of 
such "admlmstretivdy aecessary** backup days, but ia the main 
Diatnostic Related Groups (DRGs) may close even tbai lemporary 
resource. Thus. vinuaHy all avenues of care are shrinking for those 
who need them most. (Am J fuUk Httlth 19i4; 74:IJH-I3I3.) 



The tncreasing costs of institutional care for the aged 
have occasioned a variety of coct-contaimiient meastires. 
This commentary considers the potential effects of stich 
cosKontainmeot measures on a particular group of long' 
term care patients: those suffering from senile dementia of 
the Alzheimer's type (SDAT). 

Alzheimer's Disease as m Socia! Froklem 

The increase in the population ct oUtr people who 
suffer from SDAT and related disorders is due to the 
dramatic increase ia the number and proportion of older 
people and an even more rapid increase in 'Jie oldest portion 
of this population. Betv/een now and the year 2000. the 
number of people ages 65-74 will increase by 23 per cent, 
those ages 75-44 wiU increase by 57 percent, and those age 
15 and over will almost double.' Siiice prevalence rates erf' 
SDAT rise from about 2 per cent tn those who are age 65-70 
to 2? per cent in those age 10 or over, the most rapid increase 
will continue to be among those people who are mint 
vulnerable to Alzheimer's disease—the very old. 

SDAT patients are at high risk of nursing home adntis* 
sion. Various studies identify chancteiistlcs predictive of 
admission as dependency in personal care functions,' menjJ 
disorder and senility with psychtMis. disorientation, and 
inability to make decisions. The likelihood of people with 
such diagnoses or symptoms being institutionalized is great* 
er when they are very old. unmarried, or without informal 
social suppons.' 

A minimum of 60 per cent of nursing home reside;its of 
such facilities have SDAT compared with about 7 per cent of 
the total elderly population.' The 1977 National Nursing 
Home Survey found almost 60 per cent of residents to have 
chronic brain syn^irome or senility without psychosis.' 

About hair of the nursing home patients admitted in the' 
course of a year stay less than three months, having been 
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admitted for terminal care or for sbort'term rehabiliution or 
convalescence.' SDAT patients are unlikely to be dis- 
charged, however, and undoubtedly predoninate among 
long'suy patients.^ Those patients who are long-suyen in 
nursing homes are most cticn supported by Medicaid.' The 
proportion of residents whose primar>' source of paj^nent is 
Medicaid rises as the length of stay increases.* refhcting the 
spend'down process. SDAT patients, then, are the ooes who 
constitute The nujority of long^suy patienu and the ones 
most likely to be Medicaid dependent. 

SDAT presents tmique caregiving problems and is prob- 
acy the most sodally disruptive of all ailments because of its 
symptoms: impaired memory and dsorientatioa; poor judg* 
ment; tnabflity to communicated rationally; inappropriate, 
unpredictable, embtrrassing, or dangerous bduvior; incon- 
tinence; wanderink;; and/or the need for constant stirveil- 
lance. Some caregivers are unable to leave their homes for 
weeks a.- months at a time and receUe link or no gratifying 
"feedback** from the redpienu of their care. Il is thus 
critical for nursing home beds to be available for the use <rf 
fanulies whose caregiving capacities have been exceeded. 

An additional element of strun is due to the dkaracteris- 
tics ot the family caregivers themselves. Because those 
afflicted with SDAT are generally the very old. their care- 
givers are most often either ekierly themselves (when the 
patient is a spouse or a siliUng) or in late mkklle age. with 
their energies and strength depleted accordingly. Caregiving 
spouses are the most hltely relatives to provide care for long 
periods of time.* Fertodic surveys we have made at the 
Philadelphia Geriatric Center*s nursing facility indicate that 
SDAT is the diagnosis for 70 per cent to 15 per cent of all 
married residents whose spouses are not in the nursing 
home. 

In the overwhelnung nuyority of cases, nursing home 
placement occurs only after responsible family caregivers 
have endured prolonged, unrelenting strain (often for years), 
and no longer have the capacity to continue their caregiving 
effons. The current mushrooming of setf-4ielp groups of 
fiimit)' caresivers reflects their need for mutual enuitional 
suppon. 

The care needs that place heavy demands on family 
caregivers continue al^er institutionalization and make the 
heaviest demands on nursing home staff. For example, in a 
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djreci-observatlonal sludy of caregivif« »n the separate 
treatment areas of one mstilulion, rtnidenis in an SDAT unil 
received considerably more nursing care and the area was 
more densely siaffed ihan those areas serving eiiher the less- 
impaired or those whose impairmenis were primarily physi- 
cal.* 

Apart Trom the sheer lime demands on staff for personal 
care ?nd behavioral problems, ihese patienis require highly 
skilled aiid sensitive attention because ihey cannot articulate 
Ineir needs, the symptoms that signal illness, or even nega- 
tive reactions to drugs. 

Folicy BacktroMid 

Until recently, little attention t^as paid to the specific 
problems of patients with SDAT. During the deinstitu- 
tionalization wave of the 1960s (spurred by Public Laws IS- 
164 and 89- 105. the Mental Health and Retar/iUon Aas of 
1963 and 1965, respectively), older pe(^ were being dis- 
charged from mental hospitals in lajge numbers and their 
admissions were discouraged. The SDAT patient was se- 
verely affected by such poUcies, being deemed not "mental- 
ly ill ', inaccessible to active treatment, and therefore inafn 
propriate for mental health facilities. These patients also 
tended to be denied admission to homes for the ageu and 
nursing hontjes as inappropriate arid too difficult to caie for. 
However, admission criteria in long>stay nursing facilities 
were reluxed slowly as the number of both SDAT patients 
and long-term care beds increased. 

Between 1960 and 1970. the nursing home/home for the 
aged population increased by ICS per cent from 3St.Q00 to 
795.800 people.' By 1977. the National Nursing Home 
Survey found a total of 1.3 million peofrie in nursing homes, 
of whom I.I million were age 65 or over.' In 1910. there 
were 1.5 million nursing home beds and 1.4 million residents 
in those facilities." 

The costs of nursing home care have been risinj. 
propelled by inflation as well as the sheer number of people 
in need of such care. In 1982. nursing home '^re cost more 
than S27 billion of which Medicaid paid more than half.* 
From 50 per cent to 78 per cent of the Sutes' Medicaid costs 
arc met by the federal government and those costs twve been 
Increasing at a rate of about 14.5 per cent annually.* 

Although there is enormous vanability among the states 
in eligibility criteria, services provided, and reimbursement 
levels, all states offer the mandatory skilled nursing facttity 
(SNF) and ihe optional intermediate care facility (ICF) levels 
of care. Public Law 92-603 dictates that there be a common 
definition of the level of care in SNFs covered by Medicare 
and .Medicaid. The wisdom of this requirement is not evi- 
dent, considering that .Medicare criteria were developed for 
post-hospital short-term care, while Medicaid covers long- 
term care. Virluatlyall the states reimburse SNFs at a higher 
rate than ICFs, with regulations for SNFs calling for richer 
staffing patterns. In 1977. SNFs had about 52 PTE* per 100 
beds versus 40.7 FTE per 100 beds In ICFs.- 

CoNt-containment efforts were given impetus by reduc- 
tion in the federal contribution to Medicaid as passed In the 
li>Kl Omnibus Reconciliation Act (Public Law 96^99. sec- 
tion 962). as well ws b> fiscal pressures on state budgets. In 
l'JJ<2. ;it least .10 stuies reduced or limited .Medic aid benefits. 
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eligibility, or provider reimbursement.' Such restrictions on 
the nursing home bed supply and on reimbursement are 
occurring despite indications that nursing home occupancy 
rates are high nationally and the annual growth rate in bed 
supply has not kept pace with the annual growth rate in the 
number of heaviest users of nursing home care (those age 85 
and older) In recent years.' 

lm,'>act of Current Policies 

The presence of SDAT imposes m^jor careglving de- 
mands upon institutions as well as upon family caregivers in 
a household. In a national situation where institutional beds 
are limlted'^nd public reimbursement levels receding, there 
i* good reason to be concerned about the SDAT person's 
access to nursing facilities and. if accepted, quality of care 
received. High occupancy rates make it possible for nursing 
homes to select private>pay patients and lighter care Medic- 
aid patients. 

Another direct result of cost*containment measures is 
the inappropriate lowering of Che level of care for those vith 
SDAT who are already residents. Reimbursement levels 
speak to the number of nursing and other staff and therefore 
to the quality of the care that is provided. To quote the 
recent repon of the General Accounting Office (GAO), *'The 
ot)iecUves of assuring access and providing quality care for 
Medicaid patients arc, however, often in conflict with a third 
m^r goal of reimbursement policy— controlling costs."' 
The sutes have been given greater flexibility in adjusting 
their rates but the quality standards on which the ** reason- 
able and adequate** rates required are 'o be based have not 
been spelled out. 

People with SDAT have higher age-adjusted mortality 
rates than patients encountered in psychiatric settings with 
other diagnoses.'" " Although no research findings speak to 
the issue, it is possible that the behavioral deficits make 
these people more subject to accidents or personal neglect. 
SDAT patients in institutions may require extra care and 
surveillance as a preventive measure against excess monal* 
ity. 

A rationale often advanced for restricting the number of 
nursing home beds is that community care is more desirable 
and less costly. However, people with SDAT are the least 
likely group to be maintained by community "alternative** 
services, since they require round-lhe^lock care. As the 
Cleveland GAO Study and others have shown, the cost of 
community care for severely impaired old people is higher 
than that of institutional care. Moreover, home health serv- 
ices are in very short supply, and there would still be a 
shortage of nursing home beds even if such noninstitutional 
services were to be expanded.' 

When SDAT patients cannot obtain care, the burden 
falls on their exhausted. over*strained family caregivers who 
themselves are at risk of experiencing a negative impact on 
their mental and physical health. Although temporary relief, 
such as day care or other respite care, exists in some form in 
Sonne places, such services are not universally or adequately 
available and there is limited regular public or private 
funding for their consistent support.*' Moreover, many old 
people in need of nursing home care do not have family 
supfHvrts on which to rely: the vast m;ijority of those In 
nursing homes are not currently married and they have far 
fewer ndult children th:in the non-institutionalizcd,'* Ten per 
cent or nitrbiiig home residents ure without anyone at all to 
name *'ncxt-of-kin.**' 
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From the economic perspective, it should be noted that 
costs to other pans of the health system are often increased 
when nursing home beds are not available. The rcpon of the 
Office of the Inspector Geneml indicates that some nursing 
homes discharge "undesirable*' Medicaid patients to high- 
cost hospital beds.'' addition, such patients back up in 
hospitals because nursing home beds cannot be found. 

Aliiiough there arc few data on the cost of keeping 
patients in hospitals because mirsing iiome beds arc unavail- 
able, it has been estimated that there may be between one 
million and 9.2 million such unnecessary hospital days 
annuatiy * One analyst stales that the Hospital Insurance 
Trust Fund spends more than a billion dollars a year in acute 
hospital fees for those waitirv (o enter nursing homes.'* 
SDAT patients undoubtedly account for a significant ponion 
of that cost since the longest-staying backup patients tend to 
be Medicaid-eligibte, to have behavioral problems, to be 
incontinent and disoriented, and to suQer from addictive 
illnesses.' One survey of hospiul discharge planners roui>4 
that hospital patients for whom nursing home care is most 
likely to be deemed necessary are mentally confused, lack 
family suppons or require c^,<-c beyond the family's capacity, 
and are unable to be (u\\\f self-caring.'^ Medicaid eligibility 
%as cited by 9t per cent of the hospitals in the survey as a 
problem in placement. The GAO report concludes that 
nursing home cost containment measures could increase 
current problems by intensifying existing incentives to use 
the health care system inefficiently.' 

The advent of prospective payment systems and Diag- 
nostic Related Groups (DRG) which limit reimbursement for 
hospital care provide powerful incentives to acute care 
hospitals to prevent back-up of those patients characterized 
by ihe symptoms of SDAT.» '» The problem is therefore 
biing compounded, with all avenues of care— ^temporary and* 
long-term — shrinking. 

In shon, the SDAT patient and family are in a classic 
Catch-22 bind. Because of the scarcity of community sup- 
pon services (such as respite care, day care, and in-home 
isrvices). they get virtually no help in community living. 
They often cannot obtain institutional care, and in the niain, 
v^tll not be able to remain in hospitals beyond their need for 
ccute care to the same extent as in the past. Tlteir current 
situation is reminiscent of their no-care situation during the 
!c;e 1960s and 1970s. 

It ts an inescapable conclusion that nursing home care 
for those with SDAT should cost more if they are to be cared 
for appropriately. Exactly the opposite is happening, sirce 
cisincenlives to the nursing homes to admit such patients, 
:ombined with disincentives to acute care hospitals to 
permit back-up, result in re'mbursement being lower for that 
roup and the quality of their care sulTers. The social cost to 



family care^ven is heavy; the economic cost of iheir 
resultant need for heahh care has not been calculated. 

The failure of the present care system to provide 
adequately for SDAT patients needs to be made evident to 
those responsible for making public policy. 
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The Chairman. Thank you, Mrs. Brody. 
Mr. Yovanovich. 



STATEMENT OP STEPHEN YOVANOVICH 



Mr. Yovanovich. Mr. Chairman, and members of the committee, 
my name is Stephen Yovanovich, and I am president and chief ex- 
ecutive officer of the Visiting Nurses Association of Butler County, 
located in Butler, PA. I am presenting this testimony on behalf of 
the National Association for Home Care and the American Federa- 
tion of Home Health ^encies. I would like to thank this commit- 
tee for providing a forum in which we can explore the elderly's 
access to home and community-based health care, and the impact 
of recent legislative and regulatory changes on such services. 

Home health care is a humane and cost-effective alternative to 
institutionalization for elderly and disabled Americans who prefer 
to remain in their own homes with dignity and independence. The 
home health benefit is growing as the population ages, and Federal 
policy, such as prospective payment for hospitals, encourages non- 
institutional care. 

Despite strong support from Congress and the public, the inevita- 
ble growth of home health care is being used as justification by the 
Health Care Financing Administration for excessive strictness in 
developing policies to govern the benefit. 

As a result of restrictive reimbursement policies developed sever- 
al years ago, the skilled nursing benefit is no longer available to 
many Medicare beneficiaries. 

Now, HCFA has developed a series of policies to achieve short- 
sighted savings in the home health benefit that will restrict the 
availability of home health services to beneficiaries . These policies 
include a proposal to effectively eliminate waiver of liability, a re- 
structuring of cost limits, and a restrictive definition of intermit- 
tent care. 

Mr. Chairman, your House Select Committee on Aging held a 
hearing this past February which demonstrated the impact of pro- 
spective pa3anent for hospitals. Home health agencies are now 
seeing much sicker patients, requiring much more complex care 
and visits of longer duration, as prospective payment shifts the 
burden of caring for Medicare beneficiaries to home health care. 

But in recent months, we have seen a sharp increase in home 
health denials on cases that clearly meet Medicare coverage guide- 
lines. 

It appears that HCFA is attempting to create a climate of uncer- 
tainty for home health agencies in the hope that they will cut back 
on services rather than risk payment denials. 

This is a shortsighted attempt to achieve savings. Home health 
agencies are cost-reimbursed and cannot provide care for very long 
if they are not compensated for the services that they give. 

We believe HCFA's policies will result in greater cost down the 
road for institutional care for patients unable to receive home 
health services, and it will have a great cost in human terms for 
patients unable to obtain care. 
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Fiscal intermediaries appear to be under duress to deny a certain 
percentage of cases, for example, to return at least $5 for every one 
they receive for medical and cost report review. 

Mr. Chairman, with your permission, I would like to submit for 
the record a copy of the guidelines that appear in HCFA's Contrac- 
tor Performance Evaluation Program which outline this ratio for 
medical and cost review functions. 

This arbitrary requirement may account for the 32.4-percent re- 
versal of denials by intermediaries themselves when there is recon- 
sideration of the case. It is worth noting that the fiscal interme- 
diaries suffer no penalty for their mistakes, although requiring 
home health agencies to perform perfectly. It appears that the 
fiscal intermediaries are unable to achieve that same quality. 

A concerned coalition of part A and part B providers, consumers, 
legal and senior citizens' organizations, formed a coalition out of 
concern for access of beneficiaries to Medicare services. 

This broad-based group was first brought together in response to 
HCFA's proposal to eliminate, in effect, the waiver of liability pro- 
tection for hospitals, skilled nursing facilities and home health 
agencies. 

With your permission, we wish to submit for the record 50 
sample cases of home health services denied m whole or in part. 
These come from a survey conducted to obtain cases to illustrate 
the impact loss of waiver would have on Medicare beneficiaries and 
home health providers. 

If the favorable waiver presumption is lost, patients likr these 
would probably be unable to receive the services that their physi- 
cians have ordered for them. 

These cases are intended to illustrate specifically the waiver 
issue, but they indicate a larger problem, that there are disabled 
and elderly Americans sick enough to be hospitalized and sick 
enough to, in fact, die, but unable to receive the health care they 
need between hospitalization and death. 

It is a shame that our fellow citizens are put in a position of 
scrambling after health care or else going without care in their 
final days. 

Mr. Chairman, I will pass over several case histories that I was 
to present. As you know, in our written testimony, we have submit- 
ted 50 cases that, I think, explain quite clearly the dilemma that 
home health agencies are placed in. 

If patients like those we have submitted to you cannot get home 
health care, then who can? Beneficiaries as old and sick and debili- 
tated as those that we presented to you are not in a position to 
mount an effective appeal against the massive Feder^ii bureaucra- 
cy. 

HCFA policy now prevents providers from representing benefici- 
aries in the appeals process. Intermediaries are fairly safe making 
denials in cases where there is no one left to fight. 

The Medicare Program exists for the benefit of elderly and dis- 
abled persons. Those who run the Medicare Program should dem- 
onstrate the same passion for access to care and quality of care as 
they do tor making cuts in the program. 

Mr. Chairman, to help preserve the Medicare home health bene- 
fit for Medicare beneficiaries, for members of our own families, and 
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for ourselves some day, we urge Congress to preserve the current 
waiver of liability protections for providers and for the benefici- 
aries, to maintain the current home health cost cap structure with 
limits at the 75 percentile and an aggregate rather than per-disci- 
pline method for the application of cost cap reimbursement for 
home health agencies, and the enactment of legislation to define 
intermittent care statutorily. 

Thank you for this opportunity to present our testimony here 
today. 

[The prepared statement and exhibits submitted by Mr. Yovano- 
rich follow:] 

Prkparkd Statement of Stephen G. Yovanovich, President and Chief Executive 
Officer, Visitng Nurses Association of Butler County, Inc., Butler, PA, on 
Behalf of the National Association for Home Care, and American Federa- 
tion OF Home Health Agencies 

Mr. Chairman and Members of the Committee: My name is Stephen Yovanovich. 
I am President and Chief Executive Officer of the Visiting Nurses Association of 
Butler Cotmty, Inc., located in Butler, Pennsylvania. I am presenting this testimony 
on behalf of the National Association for Home Care (NAHC) and the American 
Federation of Home Health Agencies (AFHHA). I would like to thank this Commit- 
tee for providing a forum in which we can explore the elderly's access to home and 
community-based health care, and the impact of recent legislative and regulatory 
changes on such services. 

At the time of increasing concern about the expenditure of Federal mone^ on 
health services, home health care is a humane and cost^fTective alternative to insti- 
tutionalization for elderly and disabled Americans. The home health benefit is inevi- 
tably growing as the population ages; as technology advances and home health 
agencies develop the ability to care for more and more complex cases; as more pa- 
tients and physicians become aware of its benefits; and as Federal policies, such as 
prospective payment for hospitals, encourage the use of non-institutional services. 
Clearly, the elderly of this country desire expanded home care services. In a recent 
Gallup Poll conducted for the American Association for Retired Persons, home care 
was preferred to institutional care by about 80 percent of AARFs membership. 

Despite strong Congressional and public support, we find the greater use of home 
care services cited as justification by the Health Care Financing Adnunistration 
(HCFA) for developing excessively strin^nt regulations and policies to govern the 
home health program. We believe that it makes no sense to pursue policies which 
enourage deinstitutionalization while hinderin£[ the ability of home health agencies 
to deliver the medically necessary services jpatients require upon discharge. We be- 
lieve HCFA's actions are in direct contradiction to Congress historic action to in- 
crease access to home care. 

As a result of restrictive reimbursement policies developed several years ago b^ 
HCFA, the skilled nursing benefit is no longer available to many Medicare benefici- 
aries in need of nursing home care. Now HCFA has developed a series of policies to 
realize shortnsighted savings in the home health benefit which will only lead to 
higher institutional costs down the road for those patients unable to receive the less 
costly home health services. 

In recent months, we have witnessed a sharp increase in the denial of home 
health claims. It appears that HCFA is attempting to create a climate of uncertain- 
ly for HHA's in the hope that, rather than risk disallowances, HAA's will arbitrar- 
ily cut back on the frequency of services, evem though good medical practice would 
suggest the visits should be made. The pressure to increase claims denials comes 
from HCFA's FTSB contractual mandate to fiscal intermediaries to produce at least 
a $5 return for ev&ty doUar expended in the medical review portion of the interme- 
diaries budget. HCFA simultaneously has mandated that intermediaries subject at 
least 37.5 percent of all claims to medical review in fiscal year 1985. Both thresholds 
are expected to increase in fiscal year 1986. 

We have a number of cases, illustrated on the attached chart, whicii demonstrate 
seriously ill patients who were judged by the intermediary not to be sick enough to 
get home health services their physicians ordered. Many of these beneficiaries were 
sick enough to be hospitalized and sick enough to die. But fiscal intermediaries de- 
termined tiiat, in the mterim between hospitalization and death, they were not enti- 
tled to the medical care tlieir physicians determined they needed. 
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Fiscal intermediaries appear to be under duress to deny a certain percentage of 
the cases they review. Intermediaries can safely deny visits in cases such as those 
we illustrate on this chart. HCFA policy now precludes providers from representing 
the beneficiary in the appeals process. But for beneficiaries as old, sick, debilitated, 
and alone as many of them are, mounting an effective appeal against a massive gov- 
ernment bureaucracy is out of the question. The 32.4 percent reversal of home 
health denials by the intermediaries themselves at the reconsideration level indi- 
cates a high rate of erroneous denials. Fiscal intermediaries, however, suffer no pen- 
alty for their own mistakes. 

In addition to an upsurge in denials, over the last two years we have witnessed a 
series of actions on the part of HCFA which will reduce the ability of home health 
agencies to deliver services to elderly and disabled Americans. Acting with little or 
no consultation with affected providers and consumers, HCFA has: 

Proposed regulations which would have the effect of eliminating waiver of liabil- 
ity protection for home health agencies; 

Acted to reduce fiscal intermediaries serving freestanding home health providers 
from 47 to 10; 

Proposed restructuring of the home health cost limits; 

Sought impa ' ion of a $4.80 copayment on all home health visits after the twenti- 
eth; 

Attempted to change the rules to redefine **homebound" and "intermittent" in 
order to restrict the availability of home health services; and 

Developed a massive new "minimum'' data elements reporting requirement for all 
home health agencies. 



HCFA issued proposed regulations in the Federal Register on Februaiy 12, 1985, 
to eliminate, in effect, waiver of liability protection for HHAs, SNFs, and hospitals. 
The comment period closed March 14, 1985. 

Under the waiver policy currently in effect, HHA's with a quarterly denial rate of 
2.5 or less are paid for denied services if it is determined that the HHA did no* 
know or could not have reasonably known that the services were not reasonable and 
necessary, or constituted custodial care. 

Congress instituted the current waiver presimiption in 1972 to protect both Medi- 
care patients whose care falls into an area of subjective judgment, and Medicare 
providers which need the protection in order to render services falling into the grey 
areas. The waiver presumption also serves to protect the beneficiary and the provid- 
er by providing a minimal "cushion" from what is also a subjective decision by an 
individual during the intermediaiy review process. 

In the wake of publication of this proposed rule, associations representing HHAs 
and other Medicare providers, legal, consumer, and senior citizens groups formed a 
coalition to inform HCFA and Congress of the devastating effect loss of waiver 
would have on Medicare beneficiaries and providers. 

The proposal is temporarily on hold as a HCFA task force considers its implica- 
tions. Revised or final regulations may be issued later this year. We urge that this 
regulation be withdrawn altogether. 

A preliminary report by the GAO to Senator Heinz, Chairman of the Senate Spe- 
cial Committee on Aging, indicates patients are being discharged from hospitals in a 
poorer state of health. Sicker patients will require more visits than those with the 
same diagn^ ^s in the past. Loss of waiver of liability will make it difficult for some 
of these bei iciaries to receive home health services. 

The cases which we have atts^ched illustrate patients whose care was denied, in 
whole or part, but which was covered under waiver of liability. If the favorsible 
waiver presumption is lost, presumably in the future these types of patients would 
not be able to receive the home health services ordered by their physicians. 

Home health agencies are cost reimbursed. They have licaited capital resources to 
fund visits not covered under waiver of liability. Waiver allows access to care for 
patients whose care falls into the area of subjective judgment. 

The case-by-case approach HCFA now proposes to Implement will put an inordi- 
nate burden on many elderly and infirm beneficiaries who, in effect, will have to 
appeal denial decisions and prove the visits in question should be covered under 
waiver. 

The performance of intermediaries makes waiver protection essential. HCFA now 
proposes to hold HHA's to a 100% standard of accuracy, while acknowledging a 
32.4% rate of reversal on appeal for HHA denials. HHA's often receive inconsistent 
and unclear directives from intermediaries. The majority of HHA's will be trans- 
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ferred to new intermediaries shortly, exacerbating the denial problem for agencies 
trying to adapt to the policies of a new intermediary. 



As you are no doubt aware, both the House and Senate have approved their re- 
spective budget proposals. E^ch includes a freeze in reimbursement for all Medicare 
providers. This action, in and of itself, does not allow home health agencies to adjust 
to the projected 5.6 percent increase in the market basket index. However, in addi- 
tion to this proposal, the Health Care Financing Administration has undertaken its 
own budgetary process—despite the fact that it is not within their scope of jurisdic- 
tion to do so. By its own admission, HCFA acknowledges that this proposal "will 
have a m^or impact on the HHA industry", "would clearly have a significant eco- 
nomic impact on a substantial number of HHA's", and that the proposal would 
"affect 70 percent of the industry". 

HCFA issued a May 14th proposal in the Federal Register, which abandons the 
current method of calculating the cost limits for reimbursements to home health 
agencies on behalf of beneficiaries who require and are entitled to home health care 
services. For the past five years, home health agencies have operated under a 
system which sets the reimbursement limit on each visit at the 75th percentUe of 
overall national agency costs. The fact that the rates are currently calculated in the 
aggregate allows an agency the flexibUity to provide certain kinds of care which 
exceed the cost limit cap. High cost services (i.e.. Physical Therapy) are offset by 
being under the limit in other services. The ability to aggregate allows an agency to 
stay beneath the cost limit overall, whUe providing the fiiil integrated range of care. 

The HCFA proposal would instead set the cap at 20 percent above the average 
visit cost for each individual discipline and eliminate use of "aggregation". We have 
serious reservations about the methodology used to establish tne new rates under 
this method, and question the projected lost savings. However, we are unable to spe- 
cifically comment beca^ise our requests for pertinent information on the data used 
to calculate the new cost limits have not been responded to. We specifically request- 
ed this information on two occasions, but have received no response. A number of 
Members of Congress have also written to express their concerns, but have received 
only a cursory response — if that. 

HCFA has also violated the spirit, if not the letter, of the law. The Administrative 
Procedures Act requires an agency to provide adequate time for impacted groups 
and individuals to respond to any proposed change in regulations. HCrA allov ed for 
a comment period of 30 days. This is wholely unreasonaole. We wrote, our member- 
ship wrote, and Members of Congress wrote to ask that another 30 day period be 
allowed for comments. These requests have been ignored. 

I must mention that HCFA issued the final notice in the July 5th Federal Rm^s- 
ter in blatant disregard of a substantial number of requests from Members of Con- 
gress to delay finalization untU Congress had completed its Budget and ReconcUia- 
tion Act. With so little advance notice, many agencies will be placed in a chaotic 
state. One fourth of ail home health agencies have cost report years and fisctd years 
beginning on July 1 (the date of implementation). They have already had their 
budgets approved for months, and hired staff accordingly. nother one half of the 
agencies have new years beginning October 1, and most of these have already had 
their Boards approve the budgets. With so little advance warning, many agencies 
may be forced to redua staff and services, or even close their doors. Particiilarly, 
such high cost services will be in jeopardy in terms of availability to beneficiaries. 

Without Congressional intervention, we fear the result of this proposal will be to 
decrease the quantity of services available, but also may jeopardize the quality of 
care rendered to elderly and disabled beneHciaries. 



HCFA issued proposed regulations in the Federal Register on April 10, 1985, re- 
ducing to ten the number of fiscal intermediaries processing home health claims for 
freestanding home health agencies. The comment period closed June 10, 1985. It ap- 
pears that HCFA plans to implement the reassignment of HHA's sometime between 
October 1, 1985 and February 1, 1986. 

Reduction to no more than 10 intermediaries by July 1, 1987, was mandated by 
the Deficit Reduction Act of 1984. Congress enacted this provision to assure greater 
uniformi^ in interpretation of Medicare home health policy throughout the coun- 
try. We have supporte^l this move to ensure greater consi8ten<^ in the application of 
coverage and reimbursement policy; however, we assumed HCFA woula employ a 
more rational basis in the selection process. In the proposed regulation, HCFA men- 
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tions a number of criteria that it considered in selecting the 10 intermediaries; how- 
ever, it gave no indication of how those selected rated in each of these areas or how 
their performance compared to intermediaries not selected. 

HCFA states that a msgor criterion in selecting intermediaries is the ability to 
process bills electronically; however, four of the ten intermediaries apparently do 
not currently have this capability, making it difficult to comprehend why they were 
*' selected. HC^A states a desire to minimize transition problems, but it has selected 

several intermediaries which currently service only a relative handful of HHA's. 

It is not clear where these small intermediaries will get the personnel lo process 
claims. HCFA has not stated any policy on subcontracting. If they have to subcon- 
tract most functions back to the old intermediaries, it makes no sense to select them 

* in the first place. If the ten intermediaries are going to subcontract audit, appeals, 
or onsite review functions to other intermediaries, it will lead to more of the same 
type of inconsistencies which Congress is trying to correct 

Contrary to Congressional intent, HCFA's proposed April l(Hh restructuring ap- 
plies only to freestanding agencies and not to "provider-based" agencies (i.e., those 
which are hospital, nursing home, or rehabilitation facility-based). 

We believe that HCFA should issue revised proposed regulations publishing the 
scores and rankings of the 10 tentative intermediaries, with an explanation of what 
actual considerations were \xsed in the selection process, and applying them to all 
types of home health agencies. 

COINSURANCE FOR HOME HEALTH CARE 

Again this year, the Administration's budget proposal included a provision which 
woiiTd have imposed a co-payment on Medicare beneficiaries equal to $4.80 per visit 
after the 20th home health visit in a calendar year. Both provider and beneficiary 
groups strenuously opposed this proposal for a number of reasons. 

The proposal would unfairly increase the burden on Medicare beneficiaries. Medi- 
care beneficiaries are already required to make significant out-of-pocket expendi- 
tures to finance their own health care. Imposing a new co-payment for home health 
visits would increase the financial burden on beneficiaries and would result in pa- 
tients going without needed home care or in unnecessary hospitalizations. 

In addition, this proposal is totally contradictory to the goal of discouraging exces- 
sive utilization of mstitutional placement. Congress has taken several specific ac- 
tions toward achieving this goal in the past few years, and we would be penny-wise 
and pound-foolish to reverse this trend. For example, the result of discouraging 
home care by the imposition of coinsurance will certainly be that those who are 
being discharged early due to the DRG system will fail to adequately recuperate and 
wiU simply return to the hospital or nursing home. 

Far from saving millions of dollars, coinsurance would result in increased costs to 
Medicare. Home nealth agencies and/or the government would be put in the posi- 
tion of collecting coinsurance from the elderly. The administrative costs in doing so 
would be enormous, and would necessarily be passed along to Medicare. Also, as 
HCFA Administrator Dr. Carolyne Davis pointed out in her April 1st testimony 
before the Ways and Means Subcommittee, Medicare would have to cover the cost of 
non-paying beneficiaries by reimbursing agencies under the bad debt allowance. 
This will more thim offset any savings whicn are anticipated from the implementa- 
tion of coinsurance. 

Some have expressed a concern about the overutilization of home care benefits 

* and believe coinsurance wiU curtail this misuse. We reject this prenoise, and in fact 
the government's own statistics show 4.9 million Americcms going without the home 
care or supportive services they need. The Heritage Foundation summed up the ad- 
vantages of increased utilization of home care in its December 1984 report, Mandate 
for Leadership: "widening use of home health programs . . . would reduce cost con- 

* siderably." Simply stated, the increased out of pocket costs will constitute a real 
barrier to quality care for those who simply cannot afford to ))ay. 

Fortunately, both the House and Senate, in their respective Budget Resolutions, 
rejected the proposal. We remain hopeful that the House Ways and Means Commitr 
tee and the Senate Finance Committee will also reject this proposal in their recon- 
ciliation legislation. 

INTERMrrTENT CARE 

We are particularly concerned that existing Medicare home health benefits is 
being uiyustifiably limited, contrary to Congressional Jitent, by the Health Care Fi- 
nancing Administration (HCFA) and its contract inteimediaries. This is being done 
by restrictive and inconsistent interpretations of the term "intermittent care* as de- 



105 



ERIC 



102 



fined in the Medicare statute which determines the nature and frequency of home 
care to nearly 2 million elderly, infirm, and disabled beneficiaries. 

In creating the Medicare home care benefit, CJongress stated that covered oare 
was to be "intermittent" but did not specifically define what constituted "intermit- 
tent care." The Health Care Financing Administration issued guidelines on inter- 
mittent care to the fisccd intermediaries who process claims for home care provid- 
ers. Under theae guidelines, intermittent care would include daily care for a 2-3 
week period, and thereafter under "exceptional circumstances." The migor problem 
that has occurred with regard to these guidelines is the varying and inconsistent 
interpretations by fiscal intermediaries as to what constitutes intermittent care. Al- 
though Medicare is a national benefit, a Medicare beneficiary living in California 
can receive a substantially greater homo care benefit than one living in Wisconsin. 
Some intermediaries consider "daily" to mean 7 days a week, but others consider it 
to mean 5 or even as little as 3 days a week. Some intermediaries view the 2-3 week 
initial period as a guideline and consider extensions of this period on a case-by-case 
basis; others see 2-3 weeks as a rigid cut-off point, reg^u^ess of medical reasonable- 
ness and necessity as determined by a physician. An example of the many types of 
problems this has created is illustrated in Michigan. In the same city, two home 
health agencies operate. Each is served by a different intermediary, because one of 
the agencies is a chain served by a central intermediary. One intermediary is liber- 
al, the other restrictive. So, depending on which agency a patient uses, he/she will 
get more/ less coverage. 

The implications of these varying and inconsistent interpretations of "intermit- 
tent care" are that there are thousands of cases where patients who have been au- 
thorized by physicians as medically needing home care have been denied home care 
outright, or have had home care severely limited. 

The implementation of the hospital prospective payment plan has exacerbated the 
already acute "intermittent care" problem, as documented by the GAO Report re- 
leased this year to the Senate Special Committee on Aging previously mentioned in 
this testmony. 

Senator John Heinz and Congressman Henry Waxman intorduced legislation last 
year which would have denied "intermittent care" statutorily. This legislation, un- 
successful in the last Congress, has been reintroduced in this Congress (S.778/ 
H.R.2371). Without the aid of such legislation, providers are "subject to the whims 
of fiscal intermediaries" in making key coverage decisions. 



In December 1984, HCFA issued Transmittal 158 to home health agencies requir- 
ing them to submit new forms (443 and 444) as a precondition of their receiving pay- 
ment from Medicare. These forms were to be implemented on January 1, 1985. 
Home health agencies had no prior notice that these new forms would be issued. 
Nor were industry representatives consulted as to the issuance despite assurances 
by HCFA staff that open channels of communication could be expected. With Con- 
gressional intervention, the implementation date was postponed to February 15. 
1985. 

The new forms had serious flaws both in terms of design and content. They were 
never field tested. They would not fit into a standard typewriter. Computerized 
forms would not have been available until after the February 15 deadline, nor 
would computer specifications be available to the computer companies which help 
prepare billings for home health agencies. Further, the new forms substantiadly 
overlapped another computerized billing form (UB-82) mandated effective October 
1, 1985. HCFA acknowledged that the new forms were problematic and agreed to 
redesign them before they were printed new in June 1985. However, the agency re- 
fused to delay the February 15 implementation date. 

Through substantial industry efforts and the subsequent intervention of Congress, 
HCFA eventually delayed the implementation of these forms to September 1, 1985 
and worked with home health providers and industry representatives in redesigning 
the forms now known as HCFA Forms 485-488. Had HCFA worked with providers 
prior to issuing these forms. Congressional involvement and significant provider 
concern could have been averted. 



In light of the problems I have discussed here, we urge the Congress to take the 
following action: 
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(1) Congress should direct HCFA to nullify *^he new cost limit structure and ex- 
pressly forbid their implementation during the period of the freeze on Medicare pro- 
vider's reimbursement. 

(2) Congress should direct HCFA to fully withdraw the proposal to eliminate the 
presumption of waiver of liability. 

(3) Congress should enact legislation to statutorily defme "intermittent care", S. 
» 778 and H.R. 2371, as soon as pc«sible. 

These actions would go far in protecting the Medicare beneficiary's right and 
access to home health care. I thank the members of this Committee for their sincere 
interest in obtfuning this goal, and look forward to joining and supporting your ef- 
forts. Thank you 



Administrative Guides 

Examine the individual cuse worksheets and identify those claims where the con- 
tractor determined that payment was made improperly. Review the pa3rment 
records for those claims to determine whether the claim was retrospectively denied 
and whether overpayment recovery was initiated where necessary. Assure that the 
case worksheet was completed for each beneficiary reviewed by the contractor in 
accordance with instructions in section 2300.3E of HCFA Pub. 13-2. 

Element 15— Conduct 100 percent prepayment review of HHA providers where re- 
quired. 

Performance levels: 10 = 100 percent of the sampled claims had been subject to 
prepayment medical review; 0 = Less than 100 percent of the sampled claims had 
been subject to review. 

Weight 3: Method of RO Evaluation— Examine the HHA coverage compliance 
quarterly reports and identify those providers where the contractor found nonco- 
vered services in more than 5 percent of the visits. (These providers are subject to 
100 percent prepayment review per HCFA instructions.) Take a sample of claims 
from the quarter following the quarter of review from a sample of providers which 
were subject to 100 percent prepa3rment review. 

Examine the contractor's documentation to determine whether the claim had 
been subject to medical review by the contractor. (Clerical review is not sufficient 
effort to meet the requirement under this element.) Consider the absence of a medi- 
cal record on the claim as evidence that a medical review was not conducted. 

Element 16~Administer a cost effective MR/UR program. 

Performance levels: Note — Costs must account for 95-100 percent of Amds ap- 
proved by HCFA for MR/UR. If 95-100 percent of funds approved for MR/UR are 
expended, take the following action: 10 = $15.01/1 or more, 9 = $10.01/1-$15.00/1; 
8 = $6.01/1-$10.00/1; 7 = C5.00/l-$6.00/l; 6 = $3.50/l-$4.99/l; 4 = $2.50/l-$3.49/ 
1; 2 = $2.00/l-$2.49/l; 0 = $1.99/1 or less. 

Element 14 — Properly peiform TEFRA audits and target amount computations. 

Performance levels: 10 = Outstanding, 7 = Satisfactory; 0 = Unsatisfactory. 

Weight 5 (Critical): Method of RO Evaluation— The Quality Evaluation of Settle- 
ments under TEFRA (QUEST) will be used for this review. Information pertaining 
to this review program will be furnished from Central Office by the Bureau of Qual- 
ity (Dontrol 

Element 15 — Properly finalize HHA cost reports. 

Performance levels: 10 = Outstanding, 7 = Satisfactory; 6 = Needs improvement; 
0 = Unsatisfactory. 

Weight 3: Method of RO Evaluation— Use the results of the HCFA Home Health 
Agency Reimbursement Review Program (HHA-RRP). This evaluation applies only 
to the 49 designated HHA intermediaries. 

Element 16--Admini8ter a cost effective provider audit prc«ram. 

Performance levels: 10 = 700 or more; 9 = 6.00-6.99; 7 = 5.00/1-5.99/1; 6 = 3.00/ 
1-4.99/1; 4 = 1.00/1-2.99/1; 0 = less than 1.00/1. 

Weight 5 (Critical): 



Prepared Statement by Morrie Levy, Executive Director, Ann Howard, 
Legislative Director, American Federations of Home Health Agencies 

SUMMARY 

The American Federation of Home Health Agencies conducted a survey 5,000 
Medicare certified home health s^encies in March to obtain cases to illustrate the 
impact that loss of waiver of liability would have on home health providers and 
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Medicare beneficiaries. We received 401 cases of total or partial denial of home care 
services provided over the last two years. 

Currently home health agencies with a denial rate of 2.5 percent or less can be 
paid for denied services if it is determined that the home health agency did not 
know or could not have known that the services were not reasonable and necessary, 
or constituted custodial care. The Health Care Financing Administration issued pro- 
posed regulations (Federal Register, February 12, 1985) to eliminate an effect waiver 
of liability protection for HHAs, skilled nursing facilities, and hospitals. 

The attached cases are precedent setting for HHAs providing home health serv- 
ices denied in whole or part, but covered under waiver of liability. If the favorable 
waiver presumption is lost, presumably in the future, patients of the type illrstrated 
here would not be able to receive the home health services their physicians order. 
Although these cases are intended to illustrate specifically the waiver of liability 
issue, they indicate that there are seriously ill Medicare beneficiaries who are not 
receiving the home care services they need. 

In 1983, the last year for which we have figures, an estimated 1,320,000 Medicare 
patients received home health care. Eighty-five percent of HHAs are on >raiver, 
with a denial rate of less than 2.5 percent; 32.4 percent of denials were reversed at 
reconsideration by fiscal intermediaries. 

A number of cases not reversed are appealed to administrative law judges and to 
the Federal Courts. Between October 1, 1984, and February 28, 1985, administrative 
law judges decided 840 cases involving Part A Medicare denials. Denials were re- 
versed in 57.6 percent of these casef?. (We have not been able to break down this 
figure by t3rpe of provider.) 

The 401 cases we received came from 32 states, with patients ranging in age from 
26 to 98. The number includes 38 disabled beneficiaries; the others are elderly pa- 
tients with a median age of 78. 

A disproportionate number, 39 psrcent, come from just three states — Florida, Illi- 
nois, and Georgia. Ninety-nine percent have multiple diagnoses; many are extreme- 
ly debilitated and have an ailing elderly spouse or live alone. 

The most frequent diagnoses are cancer, cardiac and circulatory ailments, and 
complications of diabetes. 

Attached we have provided a chart of 50 cases from all areas of the country, illus- 
trating the range of circumstances we found: patients who recovered with home 
health care, and others who ended up being institutionalized or who died; post hos- 
pital and nursing home patients, and those with no prior institutionalization; denial 
of all services, denial for a period of weeks or months, and denial of a portion of 
services during the whole course of care. 

Of the 50 patients on the attached chart: 79 is the median age, 12 received denial 
of all home health services, 12 lived alone; 35 are post hospital cases; 13 had to be 
(re)institutionalized; and 19 died. 



Mid-Atlantic — An 82 year old widow living alone in a rural area, suffering from 
bowel obstruction, acute urinaiy tract infection, dehydration, gall stones, and degen- 
erative joint disease; on multiple medications. During three week course of care 
with home health agency, intestinal problem stabilized and patient was given nutri- 
tional instruction. All visits were denied on the basis that services could be per- 
formed by a nonmedical person. Subsequent to discharge, patient was readmitted to 
hospital with another bowel obstruction. 

Midwest— 76 year old patient with colon cancer which had spread to the liver. He 
was admitted to home care after discharge from the hospital. He had a Hickman 
Catheter for chemotherapy that required daily flushing and weekly sterile dressing 
changes; also had a urinary catheter and required care for a hip incision. The pa- 
tient deteriorated, was rehospitalized, and died. Four of twelve nursing visits provid- 
ed tc this dying patient prior to rehospitalization were denied as not reasonable and 
necessary. 

South— A 92 year old patient with acute infected lesions and growths following 
removal of skin cancer on scalp, face, neck, and hands. Also suffered from angina, 
arteriosclerosis, hypertension, and cripplii^ arthritis. This elderly beneficiary lived 
alone, had poor eyesight and hearing, was inadequately nourished, confused, and in- 
capable of caring for self. The intermediary allowed services for the first and third 
months of care, but denied services in the second month, claiming that the services 
could have been provided by a nonmedical person. The patient's condition was most 
acute in the month for which all care was denied. 
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South— 84 year old bedridden woman suffering from kidney failure, but not on 
dialysis; ^he also had congestive heart failure, high blood pressure, lung congestion, 
lupuS; and severe hip pain. She deteriorated steadily and enter^ hospital for treat- 
ment of these conditions. Upon discharge, home health services were covered for 
five days, then all were denied on the claim that care could be provided by a nonme- 
dical person. The patient was readmitted to the hospital and died two days later. 

South— 83 year old patient with termWl cancer of the liver, weight loss, a drain> 
ing biopsy site, urinary tract infection, constant nausea and vomiting, coughing up 
blcod, and mental confusion. Patient's 79 year old wife unable to care for him be- 
cauos of stroke and coronary condition. Patient's condition slowly deteriorated, re- 
quiring frequent medication changes, and wound care. Beginning five weeks after 
admissicn to home care services, the intermediary denied all visits, claiming that 
the services could have been effectively and safely provided by a nonmedical person. 
The patient died shortly after services were denied. 

West-~88 year old woman with terminal cancer, a fractured hip, skin ulcers, and 
congestive heart failure. Patient, who lived alone, was discharged from hospital to 
home care; agency worked with family membera in the area to keep her home. All 
home health services were denied; according to the intermediary, this beneficiary 
did not require skilled nursing care. Consequently, patient had to be admitted to a 
nursing home where her condition deteriorated and she died. 

West— 87 year old man with chronic obstructive pulmonaiy disease and high 
blood pressure. Because of blindness, deafness, and death of his wife during the 
course of care, patient needed visits for safety, monitoring of treatment compliance 
and potassium level in blood, and chest drainage treatments. This man was stable 
and independent until services were denied, on the claim that skilled care was not 
required. Patient died one week after services were denied. Agency was told appeal 
would do no good. Intermediary said "Write your Senator." 
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cally liicapabia 

Hidenw) catheter for 
ch«TDthar«py 


»A 3X W!«k 

lt<-3xwMk 
foe dnssinf 
changes, daily 
ixrifatlcn of 
Hiclawn cathetex 

catheter, boMl 
Mnaftrnant, mil 
tor vitAl alfns, 
pain control, 
dniy reaponaa 


4 of 12 m 
visits 


not r«aaonable Mti 
nanaaaary 


rehoapitaliM^ 
di«d 




•4 

K 


ulosr bua of wplr* 

Pukinm'a •'f T^'tt 
oceanic brain synAnn 


livas with elderly wifa 
«4io has caz4iac condi- 
tion 
bKl bound 
totally dependent 


m cwiy 1-2 
waeka 

m< 2x NMk 


all aarvioea 


nsn Mdlcal 
yeram oould hav« 
>erfw^ 


died 


114 


■3 
K 


oanfaatl%« haart failun 
actar ioaclaixMi ■ 
dlabates 
adMM 


post hoapitalization 
livaa alone 
pcogrtasivaly ^walcar 
miltiple wadicationa 


m 1 cvwy 2 
\Wk 2x wedc 


all aetvioas 


non widtnl yeracn 
oould have 
pwfcmd 


died 


120 


70 
K 


cancer of lArym; larynjactnv 
wound Infactim 

|n«t suTfacy for laslon an Img 
flatxila of eaofha^ua 
chronic Img diaeaae 
arLcrioacleroais 


post ho^italizatlm 
patient and wife 

sKtrwKly anxious, 

ovtxvhelncd 
trachcoatmv tube 
auction laichine and 

catheter 
tube fcedinf 


ton 3x WKk 
ItJ daily taper- 
ing ef f to Ix 
wock for wr jnd 
and tube care, 
instruction to 
patient and 
fninily 


4 ot 11 m 
visits 


inappropriabe 
utilisation 




12} 


70 
K 


vaacular mxc^azy, lartxilectaiv 

deep open MsmU each 1«5 

hip ivplacencnt 

aevare allarflc reaction to 

transfusion 


post hospitalization 
on nultiplc nedicat^ons 


FN daUy 2x 
week tapering 
off after that 


( of IS FN 
viaita fee third 
to seventh wMk 

(danlAls 

revcreod) 


overutill»ation 


leg wounds 
healed alowly 


132 
134 


■t» 

F 


tanwinal canoar 

hip fracture 
ulcer af sacrun 
oongeatiws hoart failure 


poat hoapitalization 
in acvcro pain 


m Ix week 
MIR 2-3x week 


all ecrvioes 


did not require 
akiUed nursing 
cara 


with denial of 
hoM Iwalth 
aerviose, had 
bo enter nire- 
ing iKtmi died 


■7 

K 


chronic obstructive pulmuy 
hyrertarwion 


blind; poor hearing 
recent widoutir 


WR 1 every 1-2 
uocks 

HJ Ix Kirth for 
pamission and 
poetural drain- 
age, acnitor 
potassiiai level 
ani ccrplia»:c 


all aervloea 


SSuS SSli^ 
care 


^X>d within A 
weak of dmlja 


135 


BB 

K 


akulL fi^Tturc 

urinary tract infaction, 

Oe^cnnratiwe joint dixeaK 

diabetes 


pcogresaivn debilitation 
aevcro hearing loss 
dependent for daily 
naeda 


m Ix week 
far teaching, 
lab tests, gait 
training 


all aorvioes 


akUlbd caie not 
rsqulxwl 


died 


13< 


B2 


stroke, unable to mUow 
ikin ulcers 
nalnutrition 
GI bWlnf 
1*9 "iixrtatlon 
oon^estivw heart failure 
lunf oongesticn 


bedbound with restraints 
confused 

miltiple Kdicaticns 
inxntiaentf Foley 

catheter 
DcAWnff tube 
car«f ivcr friend slow bo 

coiprehand 


m 2-3x WKik 
and as needed 

»tt 3x week 


25 Itl vislta 

(denial of HMV 
viaita reversed) 


nwter of visita 
not raaaonable and 
neoeaeary 


loapitjaiaad 
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137 


70 
F 


■rd Kt»9» chronic obctructlw 


huAand iM *irinf 3r4 

Ronth o£ c*r« 
unabU to out* for self 
hired liw-in oci^>anicn 
on oM/fen 


m l-2x wMk for 
lah wsric, woni'^ 
tor iwdicstlcns 
and congestion 


all viAits 
After 10th week 


non ■erttral peram 
oould have parfow 
ed 


died (2 days 
SfMT lut 

visit) 


131 


13 

H 


ttxMintl cancer af liwr 
urinary tract infocticn 
couc^iln^ blood 
^alniiif biopsy aite 
mit^t lews 

mnliavad nauaM and vcnitiiif 


■cntal cQRfusicn 
elderly wife eufferinf 

frcn stroke/ heart 

ccnditicn 
Hiltlple nedications 


m l-2x WW* 
»A l-3x 


all services 


non iwdical person 
could have per- 

fOtMSd 


hoepitaliaad; 
died 


IJ> 


71 
F 


colon cancvr with netaabaaii 

tnflMMtlon of ntam 
niuao* and vcautlnf 
odcna 


poet hoapltaliu''ian 
liv«d with el^ly 

poet chwDthera^y 
MriAte 

incontinent 


m 2x week 
HVk 3x week 


7 of I m «nd 

4 of 12 »A 
visits 


did not require 
skilled nursing 


aatlant 


140 


14 

F 


kidney f«ilur«i not on iil«lyaia 

haart failm 
hyp«rt*naion 
lunf oargtmtion 
uloari on hMla 


|n«t ho^iitalliaticn 
lieiri*>n 

camot be left unattend- 
ed 

Foley catheter 
sewre hie pain 


m 2-3x VMsk 
HA l-Zx week 


14 m and 3 »A 
visits; all 
visits after 
first dv^a post 
tneriUl 


non laidtosi peraon 
ocxild have per- 
fMNad 


re^Joapita] Tied; 
died 




71 

r 


^o«t crantotoRv partial 
r«!Dval cf anall. intaatlna 

hyArocafhalu* with partial 
pualymiat 

abtadnal iNnt 

UAwy f«nur« 

partial ijit*atinal obatzuctlon 
o«r«bral tefici^ncy; itxolw 
4iabateir «mrU 
oallulitls of Imq* 


nultlple ho^iitalizaticni 
elderly ipousa 
totally dependant 
Foley catheter, tube 


m 3x week t,x»r- 

inf off 
MIA 5x week 

tapering off 


3 m ard ( »A 

visits 
(denial of »A 
visits reversed) 


not i«eaonable and 




1S( 


75 
H 


terminal bone cancer with 
jnebaauiii 

uloer at bAM of ^3lne 


post ho^Jltalizatlon 
•av«ra weakness 

incontinent 

in severe paint 

elderly wife unable to 
prepare injections 
ioc paint frandchild 
tnfillinf 

continucus dtiteriorstior 


m 3x wMk or 
as needed 


» of 14 m 
visits for 
second nonth on 
service f allow 
1 per week 


duplication of 
f aadly care 


died end of 

third aonth 
on saxvloe 


III 


15 


conyestiv* hMit failure 
arter io r:Luo« le 
infacted la^ uloer 


flultiple hospitaliza- 
tions 
decrepit raaldanoe 
poorly educated 
on Multiple wadlcaticns 


m Ix week 


sll visits 


not raasonabla 
and neoaasaiy 


uloer 
iapcoved 


112 


• 3 

H 


•trok* with pArtial paralyaia 
ulcer on hip 
severe AeoMtitii 


post hoapitaliutim 
b«»ound, in fetal 

elderly ailinf ^nuae 


m Ix weak 
HA 2x weak 


sU visits 


not reasonable 
and neoeasary 




IIS 


10 

H 


scute oonyestivc heart failure 
acute pulscxiary mOmm 
bloo* clots in eye 
virtifO 

rapid heartbMt 


poet hoepitallxatim 
patiant and spouse very 

appnhensi^T 
on Hiltiple ndications 
on CKy^ 


m 3x week 

tapering off 


7 of S visits 


not reasonable 
and naoseaary 




117 


75 
F 


acut* peychceiaj paranoia, 

withdrawn, fearful 
arterloeclaroais 
unstaiile hypertsns ii2n 
ri^id hMrtbeat 
organic brain synirtM 


pMt hoaplulizati^n 

ccnfuasd her nultiplb 
psdicatJons} peuible 
oveidossst aadioation 

abandoned by Irpatisnt 
relatiw 


m 2x week 

ItA 3x VMk 


17 m and 35 
tfA visits for 
3rd - 5th 
Rontha on 


not reasonable 
and necessary 


steady pct>- 
«r«Mt 
wMly 
iapnwsd 
x^on dia- 


205 


7» 

H 


prosUte and bone cancer 


poet hov^ulixaticn 
lived alone 
weight loest poor 

■ppetli* 
weakness 
increasing pain 
suffered blackout with 

head injury 


m 2x weeki 
reducing to 
Ix week 

tlA 3x Msek 

PT 2-3X week for 
1 aonth 
1 M5W l-2x Kcnth 


1 of 3 »A for 
3rd Hcnth 

sli sorvioea 
4th - 5th 
scntha 


aifpoctive carat 
not raaaanabla 
and necessary 


died in 
(th aonth 
of cars 
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224 


12 

P 


con9«itlv« hMTt failure ior) 
lev MiputJtisn for fanyrerw 


poat hoapltalization 
an4 nurtinf facitlity 
blind 

chanfea in Mdication 


m Ix Month foir 
aonitor diakctaa, 
»>dleation 

of or, iricin 
problMM arWl 

anoe with dlat 


all visits 


not raaaonabla 
«nd iMoaaaaxy 




230 


73 
H 


lunf etrtott 

chronic obctructive pulxxikry 

vt«r lo«c Uioais 
o»t«ro»tthrl tl* 
drug alLarfV 
nKin 11 lor 
vonltinf klood 


aev«r« vtMkknesa and 
ahortneii of braath 

oonfuaad, hoatila, 
hallucinaelona 


m 2x Mek, 
r«4m4 to Ix 

tb 2x Mwk 
followlny 
hoapitalisatior 


all visits aftn 
thir^ wek 


not rvfuira wkillm 
nursinf car* 


<i«d 






iwlnutrlticn 

bloodlnf ulo«r of MOphagiu 

uriruy tract infacticn 
l«f akraaion , 


poat hoapltallzaticn 
cxtranaly weak 
valght 4aclimd to 75 

pounda 
on miltlpig Mdicatlcna 


m Ix MMk and 
aa naade4 

»A 3x MMk 


3 M, 9 

visits for 2nd/ 
last Kxith 


InifFCGpriata 

utUliatloi 




244 


10 

M 


po«t •ucfcry for dlalocation of 

atv3ul4«: 
atroto 

oerakral atrcfhy 
dlaJaataa 

(UljncnaxY fikrocia 
oataopocoali 


poat hoipitaH ration 
liv«a alcra 
haahawaxtrawly 


m 2-3x MMk 
tm 4-«x MMk 

for 2 Mwka, 

n 2-3X MMk 


1< of 2< »<K 
visits 


not raaaonabla arxS 
naoaaa&ry (t.l. 
■UM patlant 
ihsuU haws haw 
in nuralnf tmm) 


rehakUltata« 


247 


71 

P 


parforatad canoar of oolcrir 

caloatcHy 

dlafactai 


poat hoapiUliiaticn 
wMknaaa 

poor nutrition 
rapi4 iatarioration 


m 3-4x WMk 
HHA 2-3x MMk 


22 W an4 20 
HA viiita 


nan MJlnsl panon 
MuU haws pac- 
foml 


Evhosplttl- 

iJM« 


271 


95 


post aurqary for fracturW hip 
artar ioac I«ro«li 
kldnay IMacticn 


out of nuriinf hem 
4eaf 

aim during day 
nultipla maAicationa 


m 2x mmK, 
raduced to Ix 

tin 3x uaek nCO 


4 m and 11 
viaits 


na acute chanyaa 
naoassltatinf hcM 
haalth car* 


pcopMaad 

to wlkini 
vith MallMc 


211 


7< 

P 


con^aitive hacrc failure 
dlabatei 

artarioacleroa li 
ad«M 


Rultipla hoapitalisation: 
niltipla nadlcaticnai 

confuaad har iMdica- 

tlona 

•poradic acuta ijnii i — 


m 2-3x Mek 


aU m for 12th 
anA I3th Bontha 


not raaaoniJila 
and naoaaaary 


rahcM^tal- 

In Manth 
followlnf 
^niM lam 
hMlth 
aacvioaa 


2M 


77 


poat abilcavinal sur^ezy 
canocr of colon 

decreasad heart r.at« 


poat hoapita ligation 
fmqucnt change of 

nultipla wedicationa 
extrtfnely weak 


m 3x vwak 

H5H 2 visits 


5 m viaits 


not raaasni^la 
and naoasaaty 




2t7 


92 


artorioiclcroi li 
organic hrain syndroma 
flatxxna 

■■vera funfal infections of 
fe«t 


blind 

livoi alcne 
bedriddan 
cxtrenely veak 


m, »A, FT, or 

2-3x 

)PT for arbula- 

tion) 


9 PT visits 


not raaaonalila 
trd naoeaaary 


stronger 


2H 


80 


hoart attack 

aur^ery for naaal cancer 

diabctei 

hypcrteniion 


poat hoapitalization 

constant chest pain 
inoontinant 


m iK v«ek and 
as neadM 


10 m visits in 
2 ircntha after 
aAaUslcn 


no acuta chanfaa 
neoaaaitatlng 
tvm haalth cara 




29C 


«9 


cancer of kidney 
urinary tract infection 

■Sir^trctei 

cardiac irregularity} elevated 

potaaalm level 
poat atoMch and abdcMinal 

aur^ery 
d bleeding . 
anorexia 
ling con^ostion 


on ntiltiple aedicatlons 

incontinent 

acutfi synpton 


m 3x week 


51 m viaiU 
over 4 Months 


chnnlc anUtion; 
no acuta chanfes 




29t 


75 


canoar of oolcri roloatoav 
career of liver und lunfi 
infecticn of iiuiiicn 


post hoapltaliutlon 


m daily x2 ueeki 
taparing down to 
2x a week 


9 of 11 viaits 
(dailala 
reveraad) 


not H^dically 
naoeaaary 
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110 





72 
K 


M«/ It I I ^^^\| lateral kIazmIs 
chroilc ciMtructlv* pulaonuy 

Miydration 
Inability to Millar 


aeveraX hoapitsUz*- 

tiona 
cacy^m defiWMilant 
r^ii datarioration 


m Ix WMk 


all I« visits 
in M Kxtth 
(dKilJOs 
nv«rwd) 


non Madical paraon 

onuld ha;w per~ 
fooMd 


hoapitslisad; 


Ul 


K 


til trrl— 'Irrruli 
history of urinary tract 

inf action 
inoontinenc; ha4 Toley ca the tin; 

akin cpan and draining 
tvATt attack 
oonpMtiw tmrc failm 


poat hcapitalixation and 

nuroinf hew 
on aultipla aadieationa 


I« I every 1-2 

«ed(a 
Mft 3k \mck 


2 I« and 11 Wft 
visits in Ird 
■onth (danials 
reveraad) 


not rsaacnabla 
and neoaasary 




331 


14 

F 


dcaininf aftcral. alciji uloer 
Mataatatic lunf canoar 


poat hoapitalixation 
on ml tip la a«dlcatlona 


m Ix Mak and 

aa rasdad 
lift 3x Mek 


all m for 3id- 
(th Mentha 


not raquin 
skillMd car* 




2*i 


74 
K 


canoar of pnatAta 
rMDval of tjMticlaa 
urinary tract infaction 
periodic radiation therapy 


poat hoapitallMtion 
aevera da|*aaa(rfi 

WMk 

in pain 

•taady datwrioration 
no appetita 


m 3x nek 
dacraaainf to 2 
lift 4x Meek 
daczaasinf to 3 


IS I« viaits 


non Madical paraon 
oould haw per- 
toami 


nstoapital- 
xsad 


3«2 


79 
K 


canxr of li ^, limr, pelvia 

chMctherapy traataanta 
ciafenerative joint tit— aaa 


poat hoapltalixation 
pciMKTUy Mrldden 
elderly andoua apouaa 


PT 2x \*aek 
»A 2x week 


all visits 


not raquira 
akillad care 


diad 




K 


hypertension 

dc^eneratif? o«t*o*rthritia 


liw»a*^, no f«Uy 

alcoholic 




2 FT visits par 

VMCk 


not rMaaonable 
and rwoesaary 


leaznad to 
transfer 
f rem bed 


3(9 


•0 

K 


acute abacess of thi^ 
poat aur^ery on thi^ 
cardiac irregularity 


ho^iitalization 
diaaklad elderly apouac 
on Miltipla a«dlcationi 
pain and ahartneaa of 
bcaath 


m daily foe 

packing trd 
irrigation, 
Mtxiltacinf vital 
al^, ■adioatior 
trd nutriticn 
guidance 
»n 3x 


4: I« visits in 
4th an! Sth 
Months after 
tdcap italixa- 

tion 


not raaanoiriila 
ard nMOMsaiy 


condition 

wry 

unsti^la 




r 


tradtoDctoay 

poat partial reM3v«l Mall 

intostinc 
9a«tit«tciiy with tube faadlnji 


poat fiw acnth hoa^ta^ 
Uzatloi 

reaplratoc dependent 

Palcy cathetar 

^pouae UMbla to cope 

with can 

auction Machine 

on iKiltiple MMdicatlona 

oonditioi teminjil 


m\ 7x weV: 


10 IW Htfi 
vifilts in first 
Month 


not r^aoruble 
and necessary 




3te 


ts 


cancer mt utexuc and lunj 
poat Itnf auTftiy 
pecnlcioua anaada 


poat hoapita Illation 
livaa alone 
fKrarallsed wakneaa 
inaowtia, p»in, araciuty 


ID 3x week 
taparing off 


All visits aftea 
first 10 days 


non fdlcal peracn 

haw per- 
fonMd (&U dMiialr 
rmersMd) 




319 


92 


infoctad akin lasiona of acalp, 
faoQ, reck, hands; deiMtitia, 
karatoais 

poat aurfeiy iLW.ii/aI of akin 

hypartanaion 
arterioac^erosiar angina 
krthrltia 
mU atrokea 


liwa alone 

poor vision and hearing 
di«dnis)Md Mental 

capacity 
unable to care for self 
inada^ta nutrition 


ID 2x Mwk 
tsfsrinf off 
n#L Sx uaek 
increaainf to 
daily ho trwt 
infactiona 


all visits aftei 
3rd Mak 
(dtAiala for 2zi 
Month revnraad) 


nm Medicjal person 
could haw per- 
fomd 


itifactim 

claaz«l) 

diacharfvl 



* I« - aklllad nuxsinf or - oonvational thanpy 
IKK - hoaa hMlth *ida HSH - ndlcal social wcfc 
n - physical thert^ 
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The Chairman. Thank you very much. 
Ms. Struve, please? 

STATEMENT OF KAREN STRUVE 

Ms. Struve. Mr. Chairman, and members of the committee, my 
name is Karen Struve, and I am the president of Walker Methodist 
Residence and Health Services in Minneapolis, MN. Today, I repre- 
sent the American Health Care Association and the American As- 
sociation of Homes for the Aging, but more important, I represent 
thousands of Americans throughout the country that are being 
denied skilled nursing home care coverage; really, the broken Med- 
icare promise. 

There are two megor problem areas which we want to discuss, 
coverage issues and the proposed freeze on skilled nursing care 
benefits. 

Qualifying for Medicare nursing facility care in this country has 
always been a problem since the 1970's, but today it has really 
reached crisis proportions. My own facility in Minnesota has gone 
from 190 certified skilled Medicare beds to 10, the reason being, we 
could never find enough residents that would meet the stringent 
requirements of our intermediary. 

The promises being broken, the 24-hour skilled care coverage in 
the nursing home that the law specifies is not being provided. 

Even when there is a possibility of rehabilitation potential, nurs- 
ing homes throughout the Nation, report that coverage is not 
granted because the intermediary insists it should be delivered in 
the home, regardless of the physical condition of the person or the 
fEunily situation, not a viable situation for a 92-year-old person that 
is deaf and has a broken hip. 

In our survey of 1,000 skUled nursing facilities certified for Medi- 
care, only 3.7 percent of more than 22,000 beds are occupied by 
Medicare patients. Likewise, 35 percent of them did not have one 
Medicare person in the bed. 

With this bleak picture as a backdrop, the administration has 
now taken greater steps to wipe out any remaining vestige of the 
Medicare Skilled Nursing Program. 

On March 14 of this year, the administration proposed eliminat- 
ing the waiver of liability coverage. Not content to rely solely on 
the elimination of this benefit, HCFA has also recently changed 
the way it calculates the waiver days. 

The new methodology, rather than using the total number of 
cases in the denominator, which are supposed to be representative, 
uses a sample of the denial cases in the gray area. 

This is not statistically even sound. Our survey has shown that 
43 percent of the respondents reporting that their intermediary 
coverage has grown stricter within the last year, and 17 percent of 
our members have said that they would drop out of the program if 
the waiver of liability is denied. 

It is really no mystery why HCFA continues to change the proce- 
dure. Every beneficiaries denied service equals dollars saved. We 
estimate nationwide one-half of the providers who currently have 
waiver status will lose them. 
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In addition to the problems of waiver of liability and sampling 
methods, the whole contractual relationship between the interme- 
diary and HCFA should really be explored. 

Under element 16 of the Health Insurance Manual, an interme- 
diary must save $5 in benefits, Medicare skilled nursing benefits, 
for every dollar of its administrative costs, or it is in jeopardy of 
having its contract terminated. 

This is truly an incentive to reduce Medicare benefits to the 
older American. The administration has also proposed freezing sec- 
tion 223 of the cost limits for all providers. This freeze would only 
serve to increase the access problems that already exist in skilled 
nursing facilities. 

It should be noted that nursing homes have never contributed to 
the Medicare cost containment problem, and very little savings 
would result from freezing the SNF portion of the budget, rather, 
the problem of access would increase. 

A few of our recommendations: HHS should not proceed with 
regulations to limit the waiver of liability. The new sampling pro- 
cedure, which is not statistically based, should be abandoned. 

Intermediary incentives to deny coverage for Medicare recipients 
should stop. And section 223 limits for skilled nursing facilities 
should not be frozen. 

Mr. Chairman, the efforts of this administration to engage in the 
slashing of benefits to the elderly are irresponsible and ill-con- 
ceived. We must prevent this. 

Thank you. 

[The prepared statement of Ms. Struve follows:] 

Prepared Statebont of Karen Struve, President, Walker Methodist Residence 
AND Health Care Services, Inc., Minneapolis, MN on Behalf of American As- 
sociation OF Homes for the Aging, and American Health Care Association 

Mr. Chairman and Members of the Committee, I am Karen Struve, President of 
the Walker Methodist Residence in Minneapolis, Minnesota. I am here today on 
behalf of the American Health Care Association (AHCA) and the American Associa- 
tion of Homes for the Aging (AAHA). More important, however, I am here on behalf 
of the thousands of elderly and needy Medicare beneficiaries who are daily being 
denied care in skilled nursing homes because of cost reductions directed firom Wash- 
ington. Most of these people are too frail and sick to come here and tell you about 
their problems. If they could, they would teU you about how impossible it is to re- 
ceive coverage from intermediaries who are deciding arbitrarily that they are ineli- 
gible for skilled coverage in contravention of the Medicare law and about the diffi- 
culties they are having in finding nursing homes which will accept them because 
the homes nave lost their Medicare waiver of liability. 

The elderly have truly become victims of a system in which they are discharged 
earlier, and sometimes prematurely, as a result of the new hospital DRG payment 
system, vet cannot obtain the post-hospital benefits to which they are entitled and 
which they desparately need now more than ever. The concerted effort by the 
Health Care Fiiumcing Administration (HCFA) to deny Medicare benefits to tne el- 
derly is similar to the Administration's ill-founded attempts to purge the disability 
rolls several years ago in the name of cost savings. 

Our two associations recognized that the problems with Medicare rules were driv- 
ing nursing homes out of active pojrticipation in the Medicare program and leading 
to access problems for the beneficiaries. Both associations have jomed with a coali- 
tion of consumers and providers on the waiver of liability issue. The drastic steps 
taken by the Administration to virtually eliminate the skiUed nursing facility (SNF) 
benefit had lead to an effective bonding of interests between consumers and provid- 
ers. We commend the Committee for its attention to this vital issue and fervently 
hope this hearing will serve as the catalyst for initiating action to resolve these 
issues. 
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There a 2 major Medicare problem areas which we would like to address today: 1. 
Coverage Issues, 2. Proposed Freeze on SNF Reimbursement. 



The low numbers of individuals qualifying for Medicare skilled nursing facUity 
care has been a problem since the early 1970's, but today it has reached crisis pro- 
portions. While Congress intended the benefit as an extension of a hospital stay for 
patients needing skilled nursing or rehabilitative care, the current Administration 
has so narrowly construed eligibility, that we frequently have terminally ill patients 
being denied coverage. My own facility in Minnesota has gone from 190 certified 
Medicare beds to only 10 because there were never sufficient patients who could 
meet the overly restrictive eligibility criteria for Medicare set out by the interme- 
diary. Patients who require 24 hour skilled care or skilled nursing supervision are 
not permitted coverage, even thoi^h the law specifies they should be. Our interme- 
diary only grants coverage to patients who have rehabilitative potential, obviously 
not a feasible goal when you are deaing with aii 89-year-old patient admitted for 
gastrointestinal hemorrhage, multiple peptic ulcers, arterioschlerotic heart disease 
and who is legally blind and deaf 

On the other hand, when there is a possibility of rehabilitation potential, nursing 
homes in Pennsylvania and throughout the nation report that coverage for rehabili- 
tative care such as physical therapy, is not granted because the intermediary insists 
it should be delivered in the home, regardless of the patient's other medical needs 
or family situation. As a case in point, the intermediary in Illinois terminated cover- 
age after less than a week on an 84-year-old patient with a broken hip and a broken 
wrist. The patient's arm was in a cast, she lived alone with only and elderly sister 
nearby. She still required physical therapy, yet she could not function in her home 
with a walker because of her wrist. 

There is no question that intermediary coverage decisions under the SNF Medi- 
care benefit are grossly inconsistent, imprecise, and biased. The arbitrary admin- 
stration of the benefit is revealed by the 80 percent rate of reversal in successful 
reconsiderations brought by the Connecticut Legal Assistance to Medicare Patient 
Project, and has been weU documented in a study published in the New England 
Journal of Medicine, which showed how different intermediaries interpreted Medi- 
C£ure SNF coverage inconsistently for 9 hypothetical cases. The authors concluded: 

"Medicare coverage for skilled nursing care is not a clear cut, predictable benefit 
from either the physician's or the beneficiaiys point of view. Instead, it is highly 
unpredictable and dependent on criteria that are often implicit, unwritten, and not 
available for perusal or comment. Differences in criteria and the application of rules 
of thumb must inevitably lead to disagreement not only on coverage, but on the rea- 
soning behind reward or denial." 

In a survey just completed by AAHA and AHCA, of 1,000 skilled nundng homes 
certified to serve Medicare patients, only 3.7 percent of the more than 22,000 beds 
were occupied by Medicare patients. Thirty*five percent of the homes had no Medi- 
care patients at aU. 

National data confirm the serious access problem for older Americans. In 1980, 
one-half of the non-metropolitan counties and 17 percent of the metropolitan coun- 
ties lacked any certified skilled facilities at all. Thirty jpercent of SNF patient days 
are concentrated in only two states. New York and Cahfomia and 50 percent of the 
patient days are delivered in only six states. Total SNF Medicare covered days de- 
clined by over one half between 1969 and 1977. The impact on the beneficiary is 
equally alarming: a 21 percent decrease in the covered days per thousand beneficiar- 
eies occurred between 1976 and 1982. This is tantamount to a 21 percent cut in ben- 
efits at a time when eligible Medicare beneficiaries increased 20.3 percent. 

The current waiver law is critical to the Medicare SNFs because it provides some 
protection against the kinds of retroactive denials of coverage that motivated over 
one half of the nation's nursing homes participating in Medicare to leave the pro- 
gram. The waiver of liability guidelines were passed by Congress in 1972 in direct 
response to providers leaving the program. 

With this bleak picture as a backdrop, the Administration has not taken steps to 
wipe out any remaining vestiges of the Medicare SNF program. On March 14, 1985, 
it proposed eliminating the waiver of liability, a provision which has afforded nurs- 
ing homes and other providers a cushion for covers^ denials made in eligibility de- 
terminations. Under the statutory provision, the waiver provides relief to a benefici- 
aiy or provider who acted in "good faith" in accepting and providing services, later 
found by the intermediary to be not reasonable or necessary. Making these determi- 
nations is often impossible because the grey areas are laiger than the black and 
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white. For providers to be held liable for their "good faith" effort is simply ludi- 
crous. Having the waiver has enabled many providers to remain in a program that 
has few, if any, incentives to be in it in the first place. 

Not content to rely solely on eliminating the waiver to achieve benefit cuts, 
HCFA has also recently changed the way it calculates waivered days. Previously, a 
skilled nursing facility^ denial rate was calculated by dividing the number of Medi- 
care days provided into the number of days denied by the intermediaiy. If this 
figure was below 5 percent, then the nursing home was able to maintain its waiver 
and the denied days were paid for by Medicare. The new methodology, rather than 
using the total number of Medicare days in the denominator, uses a sample of cases 
which are supposedly representative of the total, to project a sample denial rate. 
Too often these samples are not at aU representative or random, for they focus on 
the grey area cases. Lewin and Associates found the problems with the proiection 
methodology "so severe that they completely invalidate the methodology, making it 
unusuable as a basis for denying presumptive waivers of liability." 

The effect of this supposedly minor administrative change provides an alarming 
preview of what would happen if the waiver were eliminated altogether as HCFA 
has proposed. Within the last 6 months, scores of facilities have lost their waivers 
for the very first time as a result of these changes. One large group of facilities 
which lost their waivers reported experiencing a decrease in Medicare utilization by 
up to 50 percent at individual facilities and an average 28 percent decrease witldn 
the group. 

These figures are also reflected in the AHCA-AAHA survey wherein 43 percent 
of the respondents reported that their intermediary coverage decisions had grown 
stricter within the last }[eax. We asked these providers what actions they would take 
if the waiver were eliminated altogether and 16.5 percent said they would drop out 
of the program completely. Respondents reported they would reduce Medicare ad- 
missions by an ave*^e 26.6 percent and decreases days submitted for coverage by 
28.1 percent. 

It is no mystery why HCFA has changed its sampling procedures: every benefici- 
ary denied services equals dollars saved by the program. One intermediary in the 
midwest has told providers that the intermediary is having to pay for its past errors 
by showing a month by month reduction in Medicare patient days. As a conse- 
quence, the provider responding to our questionnaire had experience a 75 percent 
reduction in Medicare-covered patient days since May 1984. 

An analysis of HCFA's new sampling process by Lewin and Associates, an inde- 
pendent consultant, found "errors and omissions" representing violations of "funda- 
mental and elementary principles of statistics". It would seem that HCFA will stop 
at nothing, including rewriting the laws of statistical sampling, to achieve its cost 
savings goals. We estimate that nationwide, one-half the providers who currently 
have waiver status are likely to lose them ui^usUy as a result of these sampling 
changes. 

Mr. Chairman, thif country has come to a sad state of affairs if the Department of 
Health and Human Services has to cheat the elderly out of their benefits in order to 
save money. AAHA and AHCA call on HHS to halt this ill-conceived sampling proc- 
ess. 

In addition to problems with the waiver of liability and sampling methods, the 
whole contractual relationship between the Health Care Financing Administration 
and intermediaries is worth discussing briefly, for it brings serious questions to 
mind. 

For example, just like traffic cope who are expected to write a certain quota of 
tickets, a priority consideration in the evaluation of intermediaries by HCFA is the 
dollars saved by reducing utilization versus dollars expended in achieviiu[ those re- 
ductions. Element 16, cn^ Sub-Section 2901.1 (Contractors Performance Evaluation 
Pix)gram) of the Heal^ bisurance Manual (13-2) set this ratio as a minitnum of 5^1, 
that is, an intermediary must save $5 in utilization reduction for every dollar of its 
administrative cost. If the intermediary falls below this ratio, it is in jeopardy of 
having its contract terminated by HCFA. Ironically, it is to the benefit of the inter- 
medi^y to deny coverage in order to meet its quota, because if the case is later 
overtiumed, it is not charirod back against the intermediars^s quota. 

Another potential conflict of interest exists for intermediaries which also offer 
Medigap insurance. Essentially this is private insurance purchase b^ the elderly 
which supplements Medicare, but the poli^holder does not qualify for it until he or 
she becomes eligible for Medicare. Thus the imtermediary is placed in the potential- 
ly conflicting positions of determining eligibility for Medicare benefits which could 
Abo result in additional expenses to &e intermediary through payout on the Medi- 
gap policy. This circumstance provides a double incentive for intermediaries to deny 



ERIC 




115 



coverage: it helps them meet their quota for cost effectiveness and it saves them 
from pa3ring out on the private insurance policy themselves. 

The beneficiary is truly caught in a no-win situation by the Department's efforts 
to reduce services and utilization. The most imfortunate part is that the need for 
these services has reach:^ a critical point thanks to the earlier discharges precipi- 
tated by the hospital DRG payment system. We must not abandon the elderly to 
their own devices. The Medicare SNF coverage issue must be met head-on and a 
solution found before it is too late. 

One solution that we propose is the reinstitution of front end review in which the 
intermediary approves coverage for a patient at the beginning of his stay for a spe- 
cific number of days. Recertification would take place for additional days if appro- 
priate. This approach was used with some success about ten years ago and since it 
affords both the provider and the beneficiary some measure of protection against 
retroactive denials, we believe it is worth considering. 

FREEZING THE SNF COST UMTTS 

The Administration has proposed freezing Medicare Section 223 cost limits for all 
providers, including skilled nursing facilities. This freeze would serve only to exacer- 
bate the access problems that already exist in SNFs. I>espite the fact that Congress, 
in enacting the Section 223 cost limits, stated that the limits would apply to a rela- 
tively "small number of institutions" and only in "cases with extraordinary ex- 
penses," more than two-thirds of the facilities in states with high rates of participa- 
tion were being constrained by the cost limits last year. The percentage is, no doubt, 
higher this year due to the greater intensity of services needed by patients dis- 
charged under the hospital DRG system. Fully two-thirds of our survey respondents 
reported an increase in the acuity level of Medicare patients, with over 56 percent 
reiMrting an increase in the demand for SOT* Medicare services. Those facilities are 
losing money every time they admit a Medicare patient and can hardly be blamed if 
they drop out of the program. 

The HCFA SNF pros^ujct^ve payment report also showed that homes with greater 
involvemenet in the SNF Medicare program had significantly higher costs than av- 
erage. Our survey fully supported these conclusions, for 87.5 percent of those provid- 
ers with 10 or more Medicare patients reported that they were already at or over 
the Section 223 limits. As the HCFA report recently stated, "For these facilities and 
those approaching the cost limi«B, the current srystem rewards providers who serve 
light care patients because the higher costs for treating heavy care patients are not 
recognized in the flat rate per day retrospective reimbursement limit system in 
effect." 

A varieiy of sources, including our own survey, documented the greater need for 
more intensive skilled care that has arisen because of the DRG protective payment 
system. Three recent studies have shown that patients were being dischaiiged sicker 
and quicker from hospitals; a study by the National Center for Health Services Re- 
search, a survey of states ombudsmen, and a preliminary GAO report. In addition, a 
Jtuie 25, 1985 article in the WaU Street Journal described some of the problems 
these patients were having in obtaining the pc3t-hospital care they needed Senator 
John Heinz referred to this state of limbo for the Medicare patients as the "no care 
zone." We ask that it be made i)art of the hearing record. 

It should be noted that nursing home costs have never contributed to the Medi- 
care cost containment problem and very little savings would result from freezing 
the SNF portion of the budget. Unlike hospitals, increases in Medicare expenditures 
and per diem costs for SNFs have been consistently below the rate of inflation. Ad- 
ditionally, expenditures on nursing homes now constitute less than one-percent of 
total Medicare spending— down from 6.2 percent in 1967— significantly lower than 
payments to physicians or home health agencies under the program, and even lower 
than the error rate in payments to hospitals. Projected savings of $5 million from a 
freeze of the SNF Medicare budget not only ignores the increases in total Medicare 
spending that would result, but also fails to consider the tremendous difficulties 
that beneficiaries would face in not receiving the appropriate post-hospital services 
they now so urgently need. 

While coverage is being restricted and sicker patients are in desperate need of 
care, already inadequate reimbursement rates are being ratcheted down to a point 
where quality rehabilitative care cannot be provided without incurring financial 
loss. For the vast m^ority of providers across the country, these barriers to partici- 
pation are prohibitive, and beneficiaries systematically are denied the care they 
have been promised. 
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RBCOMMXNDATIONS 



Certainly the opportunity to air these problems in a public forum is a first step 
towards their resolution, but only a first step. 

Both AAHA and AHCA have been fortunate in working with a coalition of 17 
concerned provider and consumer groups, such as the American Association of Re- 
tired Persons and the National Council of Senior Citizens, on the waiver of liability » 
issue. The makeup of this coalition underscores the fact that this is a beneficiary 
issue as much as a provider issue. The group has met with HCFA requesting a post- 
ponement of the final regulations until an assessment of impact can be made. In 
addition, your Conmiittee, Mr. Chairman, and the Senate Aging Committee have 
sent a letter to HHS Secretary Heckler asking the Department to assess the impact • 
of the provision upon beneficiaries before taking any further action. 

Here are the goals that AHCA and AAHA seek: 

HHS should not proceed with final regulations to eliminate the waiver of liability. 

The new "samphng'' procedure should be abandoned. Any methodology employed 
should meet general pnnciples of statistical sampling, and be fair in their apphca- 
tion. 

Intermedial^ incentives for coverage denials, quotas, etc., should be eliminated. 

The CSeneral Accounting Office should undertake a short term study on Medicare 
SNF coverage and eligibility problems, includii^ variations among intermediaries, 
HCFA/Intermediaiy contractual relationships, denial rates, utilization changes, in- 
termediary/insurer conflicts of interest, hospital readmission rates, etc., with recom- 
mendations for improvement. 

A blue ribbon panel should be established to report and make recommendations 
to Congress within one year on coverage under the medicare SNF benefit. 

Periodic official publication of the facts of coverage rationale for a representative 
sample of cases in the "gre/* areas, including observation, assessment, and overall 
management of patients with multiple problems. This information should be made 
available to the general public. 

Statistics on the administration of the skilled care benefits by individual Medicare 
intermediaries should be compiled to help facilitate intermediary performance 
review by HCFA. 

There whould a standardized program of training for intermediary personnel per- 
forming reviews to ensure that reviewers and their supervisors completely under- 
stand the criteria for coverage and they way these cntenas are applied. 

Providers should be permitted to act on behalf of and as advocates for patients 
denied M^care coverage. 

The feasibiliiy of reinstituting front end review by intermediaries should be ex- 
plored by HCFA and reported to Congress. 

Section 223 limits for skilled nursing facilities should not be frozen; HCFA should 
review the process through which nursing homes can obtain exceptions to the 
limits. 

Mr. Chairman and members of the Committee, the efforts of this Administration 
to engage in a slashing of benefits to the elderly are irresponsible and ill-considered. 
The Department of Health and Human Services' own projections concerning hospi- 
tal backup days portend a multi-billion dollar expenditure in the next five years: 
nearly 1 miUion Medicare backup days and 8 million Medicaid days of patients in 
hospitals awaiting nursing home placement. This translates into a minimum of $3.8 
billion in additional program expenditures if the present policies are allowed to con- 
tinue. We must prevent the Administration fh)m breakmg its promise to provide 4 
appropriate care for older Americans by denying access to those services the law 
says tney are entitled to. We need your help to achieve this. 



Data Prkpaiuto for House Selbct Coiofrrnx on Aging on the Impact of Cost 
CoNTAiNMKNT ON Acx:x8s TO Skilucd Nursing FACBLmf Servicks, July 9, 1985, 
American Association of Homis for the Aging, Abcxrican Health Care Asso- 
ciation 
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often find they are ineligible for Medicare benefits. These problems are the result of 
recent cost-cutting efforts undertaken by the Reagan Administration. 

Nursing home providers are reluctant to participate in the Medicare program be- 
cause the system is characterized by inadequate reimbursement rates, restrictive 
and inconsistent coverage decisions, overly burdensome cost reports, and imreason- 
able appeals mechanisms. A nursing home administrator from Pennsylvania com- 
mented: ^'Skilled nursing facilities are seeing more acutely ill patients and are not 
receiving adequate reimbursement for their care.'' Another administrator from Cali- 
fornia lamented: "We decertified from Medicare 6 years ago because we seemingly 
couldn't get anyone covered anymore. The pj^perwork was increasing and coverage 
was less and less." The disincentives to SNF Medicare participation have led to 
severe access problems: 

In 1980, one-half of the non-metropolitan coimties and 17 percent of metropolitan 
counties had no certified skilled facilities; 30 percent of Medicare SNF patient days 
are concentrated in only two states, New York and California, and 50 percent of tne 
patient days are in only six states; in 1982, 30 states had fewer than five SNI^^ with 
at least 16 Medicare patients while 12 states did not have any such facilities; total 
SNF Medicare covered days declined by over one-half between 1969 and 1977, while 
covered days per 1000 elderly declined by over 2 percent between 1976 and 1982. 



In order to find out more about the problems with the SNF Medicare program, 
the American Health Care Association (AHCA) and American Association of Homes 
for the Aging (AAHA) conducted a survey of over 1000 Medicare certified nursing 
homes. 172 facilities responded, totalling 22,359 beds, of which 13,476 were Medicare 
certified. (In 1980, 3,492 nursing homes participated in the Medicare program and 
had a total of 276,986 Medicare certified beds, serving approximately 245,300 benefi- 
ciaries that year.) Our survey revealed: 35 percent of the nursing hoities had no 
Medicare patients at all; Only 3.7 percent of the more than 22,000 beds in the 
survey were occupied by Medicare patients; 56.4 percent reported an increase in the 
demand for SNF services as a result of hospital DRGs (75 percent of the facilities 
with ten or more Medicare patients reported such an increase); Two-thirds reported 
an increase in the intensity of Medicare SNF services needed as a result of hospital 
DRGs (85 percent of facilities with ten or more Medicare patients reported such an 
increase). 



The problems with SNF Medicare coverage have grown worse recently because of 
new sampling procedures used and incentives for intermediaries to deny service cov-* 
erage. Homes nave traditionaUy had some protection against inconsistent, restric- 
tive coverage decisions and retroactive denials through the waiver of liability, which 
was designed to insulate beneficiaries and providers from unfair liability and, there- 
by, ensure reasonable availability of Medicare services. Currently, homes have an 
incentive to submit claims for coverage which they believe will be covered because, 
if less than five percent of the claims submitted are denied, the home will not be 
held financiaUy liable for these claims. The Administration has proposed that these 
provisions be eliminated. As John Rother, Associate Director of Legislation, Re- 
search and Policy for the American Association of Retired Persons has stated, "The 
rule chaiige wiU force providers to accept only those patients for whom Meidicare 
coverage is absolutely certain." Our survey found: 43 percent reported that their in- 
termediaries' coverage decisions had become more restrictive within the last year; 
16.5 percent reported that they would drop out of the Medicare program if the 
waiver of liability is eliminated as proposed; If the waiver were eliminated, respond- 
ents would reduce Medicare admissions by 26.2 percent, which would, in large part, 
account for a 28.1 percent reduction in the number of days all homes would submit 
for coverage. 



The Administration has also proposed in its budget package to freeze the Medi- 
care payment limits for all providers at the 1985 levels. This provision is included in 
both budget resolutions passed by the Senate and House, respectively. HCFA report- 
ed that last year 35 percent of all SNFs were at or over the limits, while closer to 
two-thirds were at or over the limits in the six states with relatively more partici- 
pants. Our survey found: 13 percent reported they would drop out of the Medicare 
program iJf the freeze were enacted; If the freeze were enacted, respondents would 
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reduce Medicare admissions by 21.8 percent^ which would, in large part» account for 
a 21.5 percent reduction in the number of days all homes would submit for coverage; 
87.5 percent of the respondents with ten or more Medicare patients were at or over 
the cost limits. 

The survey also asked what the provider reaction would be if both the waiver of 
liability were eliminated and the freeze was enacted. Our survey found that if this 
were to occur: 20.5 percent reported they would drop out of the Medicare program; 
Respondents would reduce their Medicare admissions by 36.5 percent. 



By seveiely restricting SNF Medicare coverage and using administrative devices 
to curtail hemes* waiver of liability, current HOTA policy has forced providers to be 
extremely conservative in the types of claims they will submit for coverage. The fol- 
lowing are four actual cases in which the home did not submit the claim for fear of 
being held fmancially liable upon the intermediaries' determination of non-covor- 
age. In each instance, the fear was well-founded, as the claims were found not cov- 
ered upon reconsideration by the intermediary. Because the patients below were for- 
tunate enough to be represented by legal counsel, all the decisions to deny were sub- 
sequently reversed by an Administrative Law Judge (ALJ). Currently, less than 1% 
of all SNF Medicare claims in the U.S. are submitted for reconsideration, a fewer 
receive ALJ review. 

Patient had severe peripheral vasctilar disease, g£uigrene of the left great toe re- 
quiring below the knee amputation of her left lower extremity, early necrosis of 
right toes, diabetes, severe hypertension, cholelithiasis, urinary infection. Aseptic 
techniques and prescription medications applied to worsening, gangreneous right 
foot. AiDputation stump site care rendered. Observation £md management on a daily 
basis. Despite treatment, Claimant discharged to hospital for amputation of right 
foot. Coverage denied by intermediary upon reconsideration. Reversed, with fuU cov- 
erage gremted by ALJ (61 days). 

Patient had peripheral vascular disease, bums of the feet requiring grafting on 
both feet, cellulitis of the feet, diabetes mellitus, peripheral neuropathy, atrophy of 
tha legs, mylochronic organic brain syndrome, probable cerebral thrombosis, atonic 
bladder, urinary tract ii^ection, injury of feet £md new skin grafts. Skilled rehabili- 
tation services, ongoing professional assessment of rehabilitation needs and poten- 
tial rendered along with complex physical therapy regimen. Coverage denied by in- 
termediary upon reconsideration. Reversed, with fUll coverage granted by ALJ (100 
days). 

Patient had arteriosclerotic heart disease, acute bronchitis, diabetes mellitus, bi- 
lateral glaucoma, status post bilateral below knee amputations due to chronic occlu- 
sive peripheral vascular disease. Received daily insulin injections, oxygen for short* 
ness of breath, intake and output records, medication for depression. Observation 
and management of frequently chemging medical condition. Nausea and vomiting 
requiring observation and management. Daily skilled nursing care rendered. Cover- 
age denied by ' intermediary upon reconsideration. Reversed, with ftdl coverage 
granted by ALJ (100 days). 

Patient admitted after hospital surgery on fractured left hip, had arteriosclerotic 
cardial disease, trouble urinating and required catherization. Was blind with very 
poor hearing, and prone to confiision. Treatment program included gate training, a 
bland diet, bladder training, complex skilled nursing supervision 7 days a week, and 
skilled physical therapy 5 days a week. Patient's medical record noted that ^xmdi- 
tion was unstable so that a registered nurse had to evaluate the need for medication 
and treatment on a daily basis, and that there was a "high probability that compli- 
cations would arise in caring for the patient without skilled nursing supervision of 
the treatment program on a daily basis." The Medicare intermediary denied SNF 
coverage and was affirmed upon reconsideration. An ALJ hearing concluded that 
the patient did not require skilled nursing care. The ALJ's decision became the final 
decision of the Secretary when the Appeals (Council denied review. The U.S. District 
Court for the Western District of New York reversed the Secretary's decision to 
deny coverage and rememded the case for computation of benefits. 



For futhrer information contact: Howard Bedlin (AAHA) 296-5960, Donna Bar- 
nako (AHCA) 833-2050. 
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MiDicARi Payment Plan is Blamed for Hasty Releask or Aged Patients 

(By Jennifer Bingham Hull) 

In Michigan, the family of an ailing, 87-year-old woman is told she must be dis- 
charged from the hospital because her Medicare payments have run out. In Oklaho- 
ma and elderly man is released from a hospital even though his physician believes 
he needs more care. Acd in Maine a 7d-year-old man is sent home despite pleas 
from his family that he stay in the hospital. 

Each case reflects a ^wing criticism of Medicare's new method for reimbursing 
hospitals: the use of diagnostic-related groups, or DRGs. The system, begun in late 
1983, sets a fee for 468 DRGs or health problems, thus encouraging hospitals to 
treat patients quicklv. If the patient's treatment costs less than the rate set for his 
particular ailment, the hospital pockets the savings; if the patient's treatment costs 
more than the set rate, the hospital picks up the difference. 

In the fiscal year ended last Sept 30, the average hospital stay for a Medicare 
patient dropped to 7.5 days from 9.5 days in fiscal 1983. Supporters of DRG-based 
payments say shorter stays cut costs and help patients avoid hospital risks like in- 
fections. Quality of care, they add, hasn't suffered under the new system. 

But some government officials and doctors say the system is prompting hospitals 
to discharge patients prematurely or to tell them, erroneously, that they must leave 
the hospital because their federal payments have run out. Additionally, critics say, 
quick discharges leave the elderly with another problem: finding health care outside 
the hospital. Nursing homes are full, and home-health services are often inadequate. 

NO-CAJIK ZONE 

Patients "are being sent to a noK»ure zone," says Sen. John Heinz (R., Pa.), chair- 
man of the Senate Special Committee on Aging. 

Finding fault is difficult. Doctors say hospital administrators are pressing them to 
release patients early. Hospital administrators say only doctors can decide when to 
discharge patients. And both groups say the federal bureaucracy has created a 
system that is, at times, unnecessarily rigid. 

Meanwhile, say critics of the payment program, patients are mistreated and en- 
dangered, and their families are confused. Last July, for example, Gladys Roteman, 
87 years old, was admitted to Lapeer County General Hospital in Michigan. Mrs. 
Roteman was diagnosed as having congestive heart failure, which calls for about 
seven days of Medicare payments. But complications kept the women in the hospital 
for almost a month, and the hospital had to absorb the extra cost. 

At the end of that month, according to Mrs. Roteman's family, a hospital social 
worker, Jackie Zdenek, told them that Mrs. Roteman would have to be discharged 
because the payments for her ailment had run out. 

After making 65 calls to local nursing homes, the hospital finally transferred Mrs. 
Roteman to the only facility that wouldf accept her— 200 miles away. Relatives found 
it difficult to reach the nursing home and didn't even learn that she had suffered a 
stroke soon after arriving until several days after it had happened. 

"None of us were bv her side when she died" in the nursing home in November, 
says Dawn Lietke, Mn. Roteman's granddaughter. ^1 think the whole system is 
pretty crummy." 

A hospital spokesman says that patients aren't discharged because their Medicare 
^yments expire and adds that Ms. Zdenek is confused about how the system works. 
But Ms. Zdenek says: "That is the normal way we do it." 

Mrs. Roteman's physician, Jeffrey Harris, says that although his patient had nu- 
merous problems, there was nothing more the hospital could do for her. While ac- 
knowledging that the nursing home was impractical, he says that the scarcity of 
nursing-home space and the pressure in hospitals to release patients mean the solu- 
tion "right now ... is any place they can get them in, within reason. It's a big 
problem." 

The establishment in each state of peer review organizations, or PROs, to police 
the Medicare program, further compucates the disdiarge issue. The federally fi- 
nanced grou^ generally set standax^ for admitting and releasing patients. They 
can also punish doctors and hospitals who fail to comply with those standards by 
removing them from the Medicare program. Some doctors are running scared. 

In January, Floyd Lane, 82, was admitted to Henryetta Medical Center in Hen- 
lyetta, Okla., with a urinary-tract infection, pneumonia and chest pains. After two 
weeks, he was sent to a local nursing home but was rushed back to the hospital two 
days later. He died soon after arriving in the emergency room. 
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MEETING NEW CRITERIA 



"I wish I had kept him in (the hospital longer," says the physician who released 
Mr. Lane. The doctor, who asked not to be identified, says Mr. Lane woidd have 
benefited from further hospitalization because of his poor condition and apparent 
history of heart problems. But he says the patient was eager to leave and didn't 
meet the state PRO's nev/ criteria for continued care. The doctor adds that he 
feared being punished by the PRO if he had kept Mr. Lane in the hospital while 
those criteria weren't being met. 

A spokesman for the Oklahoma PRO jays the group's standards are only guide- 
lines and that a doctor can't be punished for keeping a patient too long. But the 
spokesman says PROs can punish doctors and hoepitcds for admitting patients who 
don't meet PRO criteria or for discharging patients too 69on. 

Indeed, PROs across the country are investigating tl^e practices of hundreds of 
doctors who allegedly discharged patients too early or violated other PRO standards, 
says Philip Nathcuison, director of the Bureau of Health Standards and Quality for 
the Health Care Financing Administration, which administers the Medicare pro- 
gram. 

But staff members at Henryetta Medical Center say PROs aren't clear about what 
actions are pimishable. And the hospital's administrator, James Clough, questions 
whether PROs are really concerned about premature discharges. *The government 
has mandated that the physician will be the executioner," he says, **and told him if 
you won't use the sword to cut back services from ttie elderly we will cut oC pay- 
ment from 3 ou." 

That argument may sound familiar to Carmen Legoie of Lewiston, Maine. Last 
September, her husband Antonio, 73, was almost discharged from the Central Maine 
Medical Center in Lewiston after a three-day stay for dehydration. Hospital person- 
nel explained that Medicare covered only three days of care for his diagnosis. 



Family members delayed the move, arguing that Mr. L^joie, who had been unable 
to eat or get out of bed, needed further care. But on the fifth day, Mr. L^joie ''was 
told . . . that if he couldn't stand up and be sent home by car, he would have to be 
sent home in an ambulance — which is how he went," says Elaine Francoeur, the 
L^'oies' daughter. 

Two ambulance attendants were needed to get the 170-pound patient into his bed 
at home. Mrs. Ltgoie says she had no idea how to care for him. In that first week, to 
try to walk, Mr. Legoie wrapped his arms around his wife's neck and she pulled him 
out of bed. During one such effort, both collapsed, and Mr. Lajoie refused to walk 
again. He was afraid of hurting his wife, and she refused to see a doctor to check for 
possible injuries. 

"She was afraid there would be no one to take care of my father," says Mrs. Fra- 
coeur. At that point, the daughter and her husband took Mr. Ls^oie into their home. 

Mrs. Lcgoie complained to the hospital about her husband's treatment In Janu- 
ary, she li-eceived a letter from Frederick Gleason, the doctor who treated him. Re- 
ferring to the hospital's inability to arrange further care for Mr. Lcgoie, Dr. Gleeson 
wrote: "I feel these decisions were predetermined by the medical care system." Both 
Dr. Gleeson and hospital administrators decline to discuss the case. 

Mr. Liyoie died in March. 
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MEDICARE'S NUKSINCHOME BENEFIT: VARIATIONS IN INTERPRETATION 
llcLCN L. Smits, KI.D.. Juumi Fuuuit, Ph.D., ano' William Scanlon, P11.D. 



Abotricl Thti usa ol sKM nursing lactMlts by M»<M- 
ca#e bonfefiairws a> mtasuvd in days 61 cor* p«r ttiou> 
sand ofctef ly persuns var{«s oonsidcraMy from on* slata lo 
anotlVttr. To ^xl^o Iht ^^SsSaMMy ttial Ihis vofiaNon r«< 
Ifacts diflaranc»)i in lh« admMslralivw imarprMalion ol 
niies govtming covwago. w* d«v«lop«d nino hypoNiahcal 
casta and prtsuriad ttiam by Maphono lo dainis ruviaw 
•IS in bsMl inlerrnadUflat and prolasslonal standards ra> 
viaw orgsnUalions. Casaa vvaia dasigntd lo Muminala Iho 
r«viewH'ii' us* of disaatlon. Wa obsarvad maiKad dilfar> 
•nc«>ri buih n Uia raviawara' dactsloa* to covar or not covar 
p^lionts andtn Utu raasoningbahind Htairdttcufions. Tlutf* 

A/f EDIC.-KKI* coverage in nursiiiK iHiiiics lius Itcat 
Ivl. Jescributi a« a "broken pruinisL** by I ah-.uit ami 
lilt citllcagucs, witu ctie cxaiti|iles t/f variaiUHi and uii> 
predii iability in ihc ^dmliiisiraiimt of ilic lav*.' 
tvork ofAdlcr and Brown' iu|>)mm1s itiis cmicIushhi. 
'llicy reviewed iImt records of paiiciiis in a xintjle relia> 
biliiaiiun liospjial and showed iltai denials ttTuiverage 
for reliabiliuiive hospital care couki ihm be UM-relateU 
with the paiicnu* dinical cnmlitiuns. 

As khnwri in Table I, the actual use uf nursing 
houicv liy pnianis who are covrrvtl by MctUtarc varies 
dramutically Ihnn stale tu stair, raiifrinij Iroin u k>w uT 
58 da) i per tlKMikaiid nldcrly itcnums in Mississippi tu 
a hitjli iiCtitM d.i)s |)rr ilHiusaiiil rlilrily |H>rsiMts in 
Hawaii. .Vliluiiit;(i many lUtim^. iiichHliin; tlic avjil- 
abiliiy ul Inrtis, .11 c kiiuwit in iiilhiencc ilic m%c ul' 
ltealili*c>irc fatdiiick.''' vaiMliiliiy in i-iivn:iji*e ilctct* 
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of lha 18 ravia^-ars daddad lo covar vary faw casos: al> 
ntosi hall lha ravfawais dacktad lo covar mosl of lha 
casas, but not lha sama oo>S< In onfy two casts did tha 1 • 
laviawars approach oonsansus. This variation fs a raflac> 
bon ol ttia cornpfaxHy of Madicara's covarago rulas and its 
dacarriraiizad admfniauation. To raduce variation, wa rac> 
ommand mora conUaKzud ravfaw whh ovarsighi by Madi> 
caia's cantral otlica ralhar than by Us 10 raglonal officas. 
This ovarsIgM should kiduda tha Iraining ol raviawttrs 
in a way thai focusas on complax- casas lo knprova lha 
consisiancy of judgmanl. (N Engl J Mad. Itl2: 307; 
OSi-62.) 

Hiiiiuiii>iis by Medicare's fiscal a|{cn(s (lie itiicr> 
nitiliaries — may influence iliuse rales. Tu explure 
ilils puisibility we develu^ a series ul'iiinu hypoihet* 
ical case histories, which we presented lu a vaitety oT 
oriianiza lions iliai have res|XMisibility fur reviewing 
the I'laims submiiied fur Medicare payment by sfcilicJ- 
nursing facilities. 

BbNCriT LlMITATIUNB AND TIlK RkVIKW PnOOISS 

The Mctlicare skilled-nursing beiiefil is liiiiitcd by 
law tu pjiienti who have liecn in ihc hospital fin- ai 
lea!»i ihrce days and whti are atlmiued within 30 ilays 
III' disiharKe from the lunpital lu a ccriificil skilled- 
mii!>iMi* latiliiy. ' Tlie itnniing-hi)nie ailinissiun ninsi 
lie liir iIk! cmiiliiiiin ihai le<| tu (he liitspiiali^aiion or 
iiiir iliji June dnrin.if ihc hus|iitali^aiiun. (iuvnUKC is 
limiii il lu ihr |N riml dnrinK whieh ihe |i»iicMi is rei l iv 
iii< !»kill«l-niiriin« ur rrhaliilhaiioii sci virrs uii a daily 
lijsis. Kurihrrmuir.ilicke must beserviers iliat tan, as 
J inactii al inaiitr. lie jiruviileil iNily in a skillMl-nurs- 
iiijt; b«-iliiv uii jii iii|ijiirnt basis. 

Whril a palirm r.f|.nrrs ihr ,bi|y prrriiimaiiee ul" 
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ccriaiii »|ft:ciric skiticd prucciliircs, Mcilkurc cuvcrnyc 
U'-sitat^liiTliA^'nrnl; i^.lt^t |iroccduiL'3t arc ItsiL-tl in (he 
rc|«ul3iiutis and include iiiiruvciiuus ur iiiiraniusculur 
iiijcciiiHiii, lutic fccdtiiijs, and enduimciu'al u]f|»ruiiuii, 
uiiJ ilic uiierliun ur irriguliun uf bljihicr cailictcrs. 
I'lie presence or ubseiice ufiiicsc services in ilie |u- 
liciirs care is rcu^iHy ubsrrvable ami rci|uires no dis- 
crciiniiui y judgnicni on ilie purl ufiiic ciuiin^ i eviewcr. 

Oilici pntccilures aiid less s|>ccilic nursing services, 
liowcvci, are not uuiuniuiicuiiy dcfiiicii us xkiilcii. t*t>r 
exuinpic, ilie ircuirncnl ufdccuhiois ulcer t% u sktllcti 
iitid (licicfijic covered service unly il'tlie lesion h "ex- 
icrtitivc" — a coiidiliuii ili.il mu^l be |»rcciM;ly ilocu- 
iiientcd (i.e., ilie dcpili and circunircrencc ufibc »iic 
iiiusi Ik int^icaied). Mcdicire'f cluinik'processtug 
guidelines ulluw coverpge fur nuniii|* ubservaiion only 
of palicMis wliuse condiituns are unstable. Stability 
and ihkiability, liowever, are niallcrs of degree and 
interpretation. Acit::<l coverage drpeiids heavily on ilie 
judgincni ufthe intermediaries* reviewers. 

Coveiagc is also allowed fur supervtsiun by a nurse 
ofa paiieiil whose conditiun is siahle, but fur whom ilic 
performance of an aggregate uf typically unskilled 
services could be metlically risky. Coverage is limited 
lo cases **iii which there is a si^iiin candy high pral>' 
ahiliiy, as up|>used to a |KiS^il>iliiy, ihai eultiplicaliuiis 
would arise** iit thealisene'e iiriimsitig su|}ci vision. In 
practice, these ciicumstances scent cs|H:cially dillicult 
lu deiirie. 

Cuverage based on a «laily need for skilled reliahili* 
latiun therapies rather than skilled nur^itig is similarly 
subjeet lu both resiriciioiis and individual judgmetti. 
Coverage guidelines claksify physical therapy as a 
skillril and covered serviire tnily when lite patient has 



- Days por Thousand "r»tuiaiii>ii iKHentiur — i.e., a po« 
teniial Uir "signilicani** improve- 
ment in the condition being treated, 
within a "reasunable* (and general- 
ly prcdiciaUe) iieriod. The guide- 
lines siKetfy thai a ftcrson needing ' 
"mainienatice therapy** may re- *~ 
ceive only a short period oTcoverage 
to allow skilled penonncl lo cilab* 
lish a course of ircalmenL . 

'lite adniinistralloii of Medt« 
care*s rules (or coverage fa higMy 
deeentralixed, involving BO inde- 
pendent ufTiccs of Medicare in* 
lermediaries. Until September it, 
1981, wlicti federal rcquiretnenis 
clianged. 50 professional standards 
review oiKanizaiions (PSROs) also 
reviewed nursing-liome claiins. In- 
termediaries and PSROs are super- 
vised by 10 regional offices of the 
Health Care Financing Admintstra- 
tioii (lie FA). Interviews with per- 
sonnel of regional offices, opiiducied 
fur another segment of this siody, 
indicate thai the no mber of federal 
persomiel available in each region 
fur sopervision, their ex|)cnciice and training, and the 
time ijiveit lo oversight, oCiltis asjieci of inierniediary 
|M:rrurniance all vary. 

Written gijidance fur claims review dues exist in the 
furni of legolaiiuns and ufa discussion in the manual 
that the IICFA provides to intermediaries. Mure ex- 
tensive guidelines were develo|>cd by the HCFA in 
1979' I960 with the expressed iniettiiun of making state 
decisions regarding skilled care tmder Medicaid more 
cotisisteni with decisions matle by Medicare. Tlicse 
gniilelines were widely disiiihotetl lu states, inlerinc- 
liaries, and PSKOs fur cuniiiieni but were ticvcr lur- 



mally issued. 



Mktiiuus 



T« iHwinlnaic ilic }mcc{>c Kiircc i »it4 nilMic af viiUimmi ia <mr* 
crigCf wc iMirfiKlcil a ic(ics«f ^cltMiinary tMicrvictin wiik Hultiiic 
htMivt iKr^ticI «imI iuIT nteMib«if uTiMicfmcJiarlM Mn4 fSKOt. 
I'ucwiinf Ml ibc ircai af JidiUw Mliui the) 4m>ibcJ- lu w( as 
diflicwli in llictc ifitcrviewt. wc dcvchmni ■ mtwi af nine byp«<lici(> 
cal ciMi. The UKi wcfc rfcsigMcrf w iUwlralc ibc mc af mcrctiMi 

Wc aaiHacicil ialcriMc^rka ami I^HOt, Mmtmtd tbcai that wc 
«rcr< c«m4ucii(ig aa UCfA'tfrniMti iladri umI llMta «a 

klcM^irf a fnm wtm aniinarilr rnkwcrf dakiw. Al Wl mm uT (be 
•KgatiiMt(«M wa itlcJ M> f«Mid|Mlc did m. at** ••■I tt^d «• 
the cliiini tcv{««rcr nvtt ihc IcIcfhiNiC. IIm wtc yh iwic inicrvk*«« 
Mctc cwultKtnl by ane wTwi (ii.LS.I ur hf mm vftwu i(|i»ici«il 

cat. ITk C lui Mc« al wa f» ^cttmnl M the wmic atiicf , «■ ith Miiul 
ciiee tcpjriicJ tnm «mw aaMJwr. We mAt4 the tfvit^t iw kH uf 
Mheiker Ike cite wtiuM be c««crcJ aad, iftm. fvr haw hmf . lie wr »lic 
wai alw* Btkeil ta ibc ihc kcMii ihil «rere mttudcttd when j 
tlccliNM tiai being mmIc «ba«M ihc C4»e. 

Onljr anc reviewer was UtoviewcJ at each iMeiHKJ'ury or 
rSKO. lN«ecM<«liiriM were wlccial an the kiHi uTthc numUr af 
ikitleJ itwrMng UiUir <^'*m reviewed. AU ibc hi(h-««ilwmc i<Hcr* 
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* Mhh^itfi t«€i< m.iuJctf U llic ifiicivirwi, atij ihu»« Mn^^tfcil h^M* 
A J 4tiit«»i do |<ci xnH Iff Uic nulling Immiwi |«4ti»t tutting {n Mtdi- 

mmmmkmI firm <i(g«|c4 U tkc tcvkw iprwccn. TKe bmh^* cncuw 
ftnti a IhumJ i4Mgc •fgcogiai^Jc Wbihmu, imMitig ut4t w'hHm 
'f d^tiv <l|r kigh u»< «f MmUcmc UMaI'MiKiing l»cilitie« %»«N n 
iImmc Mitk • irUlivdjr law wm. rSKOi txic tclcdcd friMii smong 
ilMkC mM fcrfiKitUng icvic%r« af •\{i«4>«iira)ng CMiliiiCT im Jvlv 
IMI. « 

, • In »1\ U<rf lu'tMiixM iMftiaifwlM: five M«< C«Mt |iUm, icvwi 
•MNWcf eial {•inmcdUiics, five fSROs, misd ikc llCFA uAkx (l)iv{. 
aiM af Oiica U ri i W rMwwwi) hf «Akli mmc fwvUcf i m peM 
(iitcaty. The wmmIc wm im smvA m kNvw tMRiEAf Ihm aung 
'dilinciM tfftt M imcnHcrfUriw ar Wtwtai intcmcJUrics 
fSKlH. U J ^ 'i iww, M ciafl was ma4e la l«ak Kk imrahmHatiawil 
VarirfWKiY ar ta c«|rfarc ihc faaiiUlky af varfeUfiiy aver tiMW tn wi]r 
aac icvicwcr'i i«»|waa M . 

Rksults , 

*; Tables 2 a»d 9 describe the cases, llie rcf ulalory 
U%v^ iliai escli eftsc was tlciigtied to illusiiaie, and ilie 
reviewers' decisions (o a%vard or deny covera|ge. I ii Tmir 
of the inttc cases rehabtliialion was lite itriinary skilled 
fcrvice involved. Skilled nursiii| was the iiriiiiary serv- 
ice in the other five. (The order uTllie cases dilFers froni 
the order in which they were presented tu reviewers.) 

The study luund that cbinu reviewers at inierme* 
diaries, PSIlOs. and HCFVs Division of Direct He- 
inibursemeni made very diflcrent coverage decisions 
in identical cases. Ttirce of the II reviewers award- 
ed ccjvci-ii|>e fur \*cry few casts (three or four). Almost 
half the rcvieuera (eight) awanled coverage for must 
(seven ur cu^lti) of Uie nbte cases prcsenlcil to theni. 
Reviewer swlNi cliose' to cover or deny similar numbers 
orcuic's did nut citoose to cover or deny thcsanie cases. 
In only two cases did tiie 18 reviewers appruacli con- 
Sensus in their dedskMU. In two other oiscs about hair 
the reviewers upproved;'the retnaiitder denied. In ilie 
remaining five cases only about two thiids oTtlie re- 
vte%vers made the same decision. 

The iurrviitiig dcscri|Mioii underslaics I lie full raM|;e 
orvariaiiuii tii icvicwers' decisions. Even when review- 
ers agreed on awards or denials, ihcy rri:i|iiL'iiily used 
dini'teiil raiiiNiulcs Tor their decisions. Kurtlicrniifre, 
whether they agreed or disagreeil on cuverage, ievic%v« 
CIS measured and assessed criteria for coverage *— sia* 
bility, and piactical need tor institutional qirc^ and 
rcsloraiiun potential —•''in different ways. 

UuiAHaUTATION CaSU 

Case I was designed to explore witcther physical 
therapy would be considered ■ covered, skilled serviee 
when the goxl of treatment was to maintain, rather 
than to restore, function. Tlte language in the Uuvm- 
^ty MatiMt is as follows: 

Cctict^lly »p«aki*ig, At€ ic|»cri«I«< Mri'kn tcifMittI tu MMtM^Mi 
fiNKiKM liatwt toivulve the ■»« ufctimiilcs Ami wfJiiMk^uiJ |»li|r(. 
Ickl llwi4|*> ft ucrllum anJ <«iiK*|tKiill|r tk« iuJgmcMi 4nti kkiN u( « 
^alihcii |tiiy»kal iheiapUt aic wx tn|imfit bt Mtcty 4ttti cMcilivc 
MU. Iluwtvti, ilic kpcdaluetJ ktMmlcilg* ^mI |iMl,4fMct»i wT 4 •|U<>K> 
fic4 liJipKal ilwt4|i4»* NMy l« ic*|w'«'^ *o (ki^Uitli « in.iiMleiU«M4 

Tliis case involved a man confined to a wheelchair 
who had muliipte sclerosis and was desciiltcd as liav' 



Tabia 2. Summary of Catas. 
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ing acquired progressive oontracluies oThis hands and 
arnu during a period oT acute Illness in which he re- 
ceived iio physical llicrapy. A vi|orous physicahiher- 
apy program %vas then planned to prevent any Airthcr 
deterioration. All but two reviewers would have cov< 
ered this patient; one denial was based on an assump- 
lion iliar physical therapy at liome could be substitut- 
ed; one reviewer appaietitly believed that no coverage 
ui »ll Ibr skilled service slioiild be provided to a patieiil 
when the goal oT treatment was the preventttm oTdete* 
rioratiuii. 

Kcasons given Tor ap|iroving coverage included both 
the need for a physical therapist's invt)lveincnt at the 
start of the rehabilitation program and the likelihood 
that some restoration of foiiction would be achieved. 
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,i^U»oif^Ji Uic .r^^^ijrwciY |Mi<iiic(i out, quiie corrccilvi 
liuw ditricult it w;if lu be ccrlaiii before |iliysic;il llicr- 
»|iy %vns b<.-|{iin th;it llicrc wuiild lie iiu rccovciy. 'Hiii 
(ibscrvatiuii wuulil |Mul>ul>ly ••»\*\Ay to llic llicrapy iif 
many paticiils fur %vhoiii the {ii iniary ^oal oTiiliysical 
llicni|iy «viis llic ;ivt>iilaiicc urilcicriuraiiini. 

Cases 'i, 3, uimI -t wi i c all tli:sii{iieil lu icsl iiiicrjMcta-* 
tioiis of lliv r«:(|uirci»ciit iliUl iIm |Ulit:iil "nccits ur 
iK-eilcil t)ii a ilai(y liasis . . . kkilliil rclialiilii»iioii 
kei vices wiiicli as u |ii:iLiie:il mailer eaii only lie |iru- 
viiled in u Aiiicil nnrsin^ ratiitiiy un an iii|)aiicnl 
basis.** Altiiunub ibis rci|iiit-cni|:ni ii cr|ually ap|>liea> 
bic lu pliciMS needing skillahnursiiig itervicci, pre- 
liiiiiiiary interviews bail iileiiiiltvti |>ailkiilar |irublciiif 
ill a|i|)lyihg ibe rule tvlieii a paiieiil ncctJctI rchabi)ila> 
liun services bul did nut need skilled-iiurtini; earc. 

Cases 2 and 3 tverc desi(;ncd alter several ntiiiiu- 
liuiis hail inruiiiicd us that covemi^c fur I lie retuibilita> 
liiiii ufa iig or fiiol wns iniii'li more likely lliaii cuvcr< 
it^c fur rclmbihtainiM |iiviilvlii|{ ihc liaiidi ami qniii. 
Huib imlicHls iiecdcti ii:babil|taiiiHi mi a daily Imms 
and ImjiIi iiiiubi lie vx|N:<:titl In bave ililltciilly in tib- 
laiiiiiiK ibcse seivires as an iMit|Mtieiii. Case *i was 
iJekeM|j«:ii as a leieiii :«in|tulee, already u%tu\> t rniebis 
anil aljoni in leain to walk with a |niisibcsis; (Jase'S.as 
a 'JU-y<-iir'old wi)iii:iii iviib :i si:%eieri-at-ltircul'bi:riiqbl 
aim. The IH) yc.ar-nhl %viis tb-b<:nlH*il as liaviiij* an nid 
hll-sided weakness :iiiil nrriltiiK.it caiic ii> tvalk. AU 
ihi)il);li il w:u iiiM rxplit illy kl.t|rd in ihc ili'sriipliiHl nl' 
iIm: rasr, ihi faii iImI ibi' raiii- ^kuiild iiidinarily lielirlil 
in ibi: iiim- il,nii,i}*ttl iii;lti li.iiitl tknnld niakr .iinbiibi- 
itiiii paiiiiiil.iily tlilliiiili. Only i»ii: ii-vn'wi-i- — ihe 
oiiiy |iliy!tival llier;i|M>l intrivir%vi-il — rMinini-nird ihi 
ibis txiini. 



In each case cxtrioficJaciors would have an iinpoM- 
Unl bcmrini on ihe praciicalily oTouipaiicnl ihcrapy 
as an allernalive. For tlie amputee llic fact lhal site 
used crulclics did nol icll the reviewer liow niobjlc aiMl 
indepeiidciil site aclually was. Similarly, ibc caaci ca> 
tciil uTIeri-sided weakness in ibe 90<ycar>old palicnl 
with the Tnielured arm, as well as ibc degree uTinca* 
pacily result in| Troni difficully in using her cane, 
wuuhl a (feel her abilily to a I lend and benefit Trom an 
unlpatieni clinic 'llie availability oToutpaiieni or in- 
liuinc lerviccs and uT transportation, the nature uf hy- 
ing arrangements, and even the weather and the sea- 
son would also have an eirccl on the patient's ability to 
use out|Mtieat care, as Congress recogitucd in iu deb- 
nititMi uT cove rage.* Only two reviewers indicated any 
inicrcK in any of these tsiucs; both did to only wtiti 
respect lu ihc amputee's skills on cmicbct. 

A bias in favor uTIowcr-cxiremity rcliabiliiatiun wit 
oltserved, with 13 reviewers awarding coverage to the 
amputee and only ctghi awarding coverage «o lite 
wuinati with the rracluicil arm. Several tevicwt-n 
explained ibcir dceisiiiiis iit tcmii uT orgaitiicatiuiMi 
rules nf ihuinb that cull fur coverage fi*r all lumn 
limb aiiipiiices tir nilc mil cuvcrai;c Cir upper ex- 
trcnitlies. 

Case -I was a wiiinaii |K:rinuiiirnily confiiial tu a 
wlic^clcbair who bad sustained a iirw strulc and was in 
tiuci'l ul' physical thera|>y, occupatturtal ilirrapy, and 
siMrrcb tlwrapy. Mm: w.is awaidal cirtTraRe by MliiMnI 
all the rrvicwtrs even ilMiiif»li her pbysit al ilwiapy wa* 
riiiiliiiiil tiitlieicsiurMii4Niiil'liiiN-ti(in iniHHS|;«NM|jiin. 
The bias u|{aiiist rcliubilit.ili<Ni Tut :iii np|trr i-xtiiinify 
tliiis a|if>curcil to have ini impact whrii tl»e |»rai iiral 
necil ftir inp;iiieiit scrviirs was in ctear-cui. 'IIk: one 
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leviewer *^lio denii d coverage i« il,^ paiinii dtd to on 
dilkrcitl giounJs: t)iui ilic woman's rkhalr bouiKl 
bsisc'linc Slate v*» such ih:ii tlic ctwld niit be consid- 
cicd lo tMVc tlvc nccetxary lesioraiUc |MH«:tiital. Tliw 
dchniiion oTrcsloraiivc pnicnibl at iHrtitg astucialcd 
wiih ■ lti|;li level of indciKiidcm funtiioiiinf was uoi 
used by oilier reviewers. 

Umm4-Hurmln§ CiSM 

Four of ihe cases havins nursing h the primary 
skilled service involved were dcsifwctl lo c\*aluaie cov- 
eragc for ikc uIm ervaiion, asscssiiictii, or suprrv'isipn of 
uiisliillcd personnel by a nurse, railier than Ibr ihe 
pcrfornuiiice of specific skilled pruccdurct. I'M final 
ease was an uncotnplicatvd one involving a palirm 
wli« haid had caiaracl sur^^ery. 

Tlie manual Ibr iniemtcdiarict describes skilled ui»« 
scrvaiiun as being needed **when the unslabilizcd con- 
dition of llic paiicni requires llic skills of a licensed 
nurse** to delect prcbksns. I1ie lerni "uiisiable** docs 
ool appear ill the diseussioti of ihe assessing, plaiinini;, 
and supervising uflolal care by a skilled nurse, but ilie 
concept ufcJinical instability is implicit in the directive 
' thai only ihuse cases be appruvcd in whith *'ihcre is a 
signifies; ily high prubabilily . . . iliatoiinplicaiions 
would arise** witlMitlit ihe skilled supervision. 
Twu cjkscz — Cases 5 and 6 — were designed lo be 

relatively stable, and two otliers — Clascs 7 and B 

rcTaiivcly'iSRitalite. Cfie I was abo described as being 
prctcrininal and was designed lu cupkMC the elTcct on 
cuvcragc ufllie (act that a patient was tlytng. 

Slab!* Casta 

Case f> was dcseiihitd as a 73'y('.ir*ot4l man with 
inctastaiic c;<ncer oTlhe prustaie and a leceiit scvrie 
sifukr. which h:id left him with jiarjlysis uf the right 
mm and li ami ililliLuhy in :|K:akiii|* and kwaiWwing. 
He needed to be euuxed lo i;ike sutlieicni lluids and 
needed |iassiye range-uT-nKHifm cxci ciscs and training 
in transllrs. 'Ilie jihysictait's toilets s|K-cifi«:ally called 
fur ubseivation iMih Ibr iKMie pain aitd lor |)OSsil>le 
dehydration. ^ 

'rhiriccn reviewers wmihl cover this |taticnt,* five 
would net. or those wlio would cover him, only six 
vould du so exclusively uii ihe basis of the need (or 
observation by « skilled nurse, 'llic otiier seven eitlicr 
cottsider\-d or focused exclusively on the skilled phys- 
icat'thcrapy teiviecs nceilcd for training in transfers. 
One reviewer wlm aw»rili:d him lovrtage stated iliat 
her primary icastMt fitr dntng so was hci lieticfihat the 
patient might liceomc a L-amlitlutc fijir a iihnc vtgt>n*us 
ichabiliiatiim piu}(ram within the sulm.>i|uent few 
weeks, i htc leviewer wlio ih:nicil l-|)v«:i:i)*c alsn lliaiMrtt 
on rehaliilitatiiHt. She liclievcil uivi-ra);f: was iu'-iitiin^* 
piiaie because uf the lack nf icsiut ative iNHcniial. 'Hk 
others whit denied covriMp(e \liU ^> Ikcuusc 'ilicy 
lliuli|;hl ihi-lr was ini iinittvi tt in illi: |Mtiriit*s 
rare. 

C.'A\%- fi n'us ilcxi rilHil ;is a \laltli* "liHahi uit" pu- 
liriit. Mr W.1S iKihitlilen. tM:cilri| :tv^i^l:lm'e in all iIk 
ailivitii'% iif daily liviiij{. IiihI m Iw inriNnI hrtpM nily, 



and necdH passive range^oTmotion exercises. Such a 
patient c^uld be considered to need the skilkd supervi- 
sion of an aggregate of unskilled services. In this in- 
stance the man was described ai an ftt-year-ohl who 
had sulTercd a severe stroke lour weeks earlier. He had 
atrial fibrillation; his heart rate was now under con- " 
tioL When he entered a nursing borne be liad ihrce 
bedsores, one of which wu beating and two of which 
were described only m "stage two." 

lliirtecn reviewers avmrded covenge lo lld« pa- 
tient, two refined covet7ge, and three asked for more 
information. All three, waolo;! to know ihe exact siae, 
depth, and sute of the skin ukcrt, indicating thai they 
%irouM cover hhn only if the ulcers needed daily skilled 
care. This means that ihey %vouM noi cover him for (he 
skilled supervision of an aggregate of unskilled serv- 
ices. Of tliosc who did decide lo cover the patient, 
seven based their deierminaiicm brgdy on the skilled- 
nursing care needed to ueal the skin ukers; oidy five 
ched Ihe observation or supervision of the aggregate 
of unskilled services as the primary reason for cov- 
erage. 

UnstaWa ratlmla 

Case 7 was described as a demented patient with 
fccvere obsiruciive urupathy, renal failuie, and a heart 
eondiiton. tie had a suprapubic caiticler in place, lie 
was considered by llic physidan-auilior to be highly 
unstable because of htin^arVcdly abnormal laboratory 
values, which tiMlicatcd rend failure; hit severe dietary 
restrictions of protein, sail, and potassium; aiwl the 
malicaiions aimed at controlling ihe chcmkal a boor - 
niuliiics secondary lo renal lailure. In addition, the 
noising stalT was re«|uestal lo observe hiin closely for 
syniplums of renal failure, soch as nausea aitd vomit- 
ing, to weigh hitn frecttKtiily, ami lo observe him close* 
ly for cardiae pain. 

'litis case revcalal an unanlici|iaied criterion ap- 
plied hy reviewers in their imerprcia lions: Almost all 
viewed ihe iiilcrval betwcai laboratory tests (a month) 
as an iin|»rlanl indication that the patient's conditiou 
was stable. Reviewers split evenly on this patient, with 
nine awarding and nine denying coverage. Reasons for 
both decisions varied widely. Of those who dcdtled 
lu cover, only seven gave the need for observaiiijn as 
their primary reason. Three died the comblnatioo of 
psychiatric, renal, and cardiovascular diseases as btdi- 
eating the need for skilled observatioit attd su|iervi- • 
sioii; four dccitlal that the jiatki*! was highly unliable 
and theicfore in iierd of ulnervation <lespiie the hMii{ 
intervals bet%¥cen lalwratury tests. 'I'wu wito awaid- 
cd coverage used a skithrd •nursing proccihire — the 
care itf the sti|H-apubic catheter — as tlidr primuiy 
icason. 

Reasons for mM covering were jast as diverse. Five 
reviewers cited itie intervals between laboratoty icsis 
a^ Kviilcncc thai the {Mtictit was btabk ainl dnS imH 
iirt*il ul»srrvat»<Ni; one sii|i|ilm»rnir«l this rH|»l.m.t«iti«i 
hy iNrtiiig iliut no ireiwd was LqH nf tiitakr at»i| iMitpm. 
AnotlH'r reviewer gave nu spccilic rrasofis. Two ex- 
pressed discomfiirl about covering a psychiatric |ia- 
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liciii uliaiwer iiu ullicr incdkal cuiidiliuiM, and an- 
oiliei suutl Hiiily thai she prererrnl to "itvoiU renal 
Ciilure** because goud hos{>{lal ami oulpalleiil fervkei 
were avuilible (or luch paiicnli. 

Case U, also unstable, was designed to esamine 
wheiber ilie patienri leimioat stale %vould influence 
jpoverage dccisU>ns. Tlie p*ii€M was described ai a 90- 
ycar-okl %voi|tan sufTerinc Irom inctasiaiic carcinoma 
kihe bladder with auoaaied progressive pelvic pain 
and rapidly pcogrcsshre renal &ilure iccoadary to ob- 
suuctlofi and inTeciIoii. She also had angiiia and gotM 
ami wak i«4 tcasi mikttf ooiillHed. Her ipedicaifam 
coosisied U iwo Tylenol laUctt with codeine every 
Ibu? h*ura aad ii^|ecti«iis oTcoddnc Ibr pain as needed. 
She %vas described as enierinf a sklllcd-nurainf fhdlily 
while "aleri and anibuUiory** after a iCMlay hoipilal 
sthy a urinary-iract Irtfection. 

Twelve reviewers chose lo cover ihu paiieni; sU did 
not. or those who wouhl cover, sis died ibe need for 
skilled observation and auessmcni, whereas ilie other 
sis Tocused on the regular adminisiraiitM ofan intra- 
muscular pain medicailoa. The paiimi'a terminal 
suie appeared lo influence Ihe decisions in Tavor of 
coverage; several revk'wers noted that coverage was 
needed because the patient eould be expected lo need 
more pain medication in the futuFclltreeurthose wlio 
did not award her oyverage noted that iny increate in 
the riequency of injections woultTlead them to extend . 
coverage, Oiity one reviewer observed tlwt the piiin 
'lircdicaitflEA^iS' lesr^Ran ideal; she denied coverage 
because she believed it possible to substitute an oral 
medicatiou. One oilier reviewer dcult with the a»liiiin' 
i«i ration of pain medication in the o|>|M>»ite Culiion — 
by cove ling the patient so long as she was receiving 
narcoiics', regardhas of the route. 

Tl)e Itnal case, Case 9, was designed to assess tlie 
|>olicy rc(».-irdiii^ the coverage of puticnts recovering 
irom suigery fur cataracts. 'I1ie gutdclhics are ipiitc 
ambiguous on this point Convalescence liom caiaiact 
surgery, acrording to tlie guidelines, "usually duel not 
require skilled nursing.** In the next iwrjgrapli, Itow- 
ever, the second day after cataract surgeryvjs described 
as "the immediate unstabilized postoperative period 
during which the possibility of adverse reaction to an- 
esthesia and otiicr aspects of the operative procedure 
necessllaies dose skilled monitoring.** Our patient was 
described only as having met his trirccday qualifying 
stay in llie liospital and having been traiufcrred to a 
skilled on ursing Tadlity on the second pustopcr stive 
day. Tlie cataract surgery was unilateral, and the only 
medication was some eyedrops. 

Seven reviewers extemled coverage lo this patient; 
1 1 did nut. lliose wito denied cuveruge cutistdeied hint 
to need tm skilled services; thoM who awarded it liud a 
general p<»licy oTcuverins a sptrdlted nuiiibcr of rlays 
lur catiravt patients. 'Hiis number diso varied:, Four 
%vould cover only through ihe fifth |tustoperaiive day, 
which would mean four days of coverage; two would 
cover tlirough the stath posto|icranve day, wluch 
wouhl mean five days oTcoveraite. 



Summary or FtNotNCS 



l*his study cannot be taken as evidence that review* 
era from diflerent intermediaries will disagree on every 
patient. Patients receiving clearly defined skilled pro* 
cedures were not Indudcd among the hypothetical . 
cases. fUe study presents ample evidence, however^ 
that rcviewera %dll disagree on coverage that Is contin- 
gent on the interpretation of a patient's condition. As a 
result Medicare coverage Ibr skilled-nuralng care is not 
a dear-cot, prcdicubia benefit Irom dthcr the phyd- 
dan'a nr llie beneficiary's point of vievr. Instead, It Is 
Ughly nnpredictabk and dependant on cikeria dial 
are often impUdl, nnwriltcn, and not avanabia for 
perusal or commcni. DiOerencea In criteria and the 
application of rules af thumb must inevllaMy lead lo 
disagreement not only on coverages but on the reason- 
ing behind the award or denial. 

When a patient uras described as needing multiple ' 
rehabiliutive services and was also confined to a 
wheelchair, rcviewera agreed thai "as a practical mat> 
ter" the services should be delivered in an Institution jI 
setting. When t%vo other patients were described as 
needing rehabilitation but walking with some diOicul- 
ty there was much less agreement. Faced with a com* 
plea situation, reviewers appeared to retreat to tlte 
apfilication of rdatlvdy aim|He rules. Several dted 
such organiiaiionat pqlUffet as one granting coverage 
fur inpatient rehabilitation for all patienu with recent 
kiwer-eatremity ampuutions. No reviewer made a se- 
rious attempt to evaluate the factors that would ac- 
tually affect a patient's ability to receive outpatient or 
in-liome services, such as the availability or traiuput- 
lalton or how much actual difficulty the patient had 
with ambulation. In addition, when t«vo patients were 
relatively similar in tlidr degree of incapacity there 
wus a bias in favor of covering the one needing reha- 
bilitation for a lower extremity, 
ntslotallva PatonUal 

In general, reviewers tended to reserve judgment on 
the question of whether a patiait had potential for 
restoration. Despite being told that the primary goal of 
tlwrapy Jn Case I «vas "to prevent deterioration," 
many reviewers noted that some recovery might be 
possible and that any-conduslon regarding restoration 
sliould not be dra«vn until after the reliabilltaiion pro- 
gram was instituted. In only one insunoe did the re- 
viewer's independent assessment of restoraiive poten- 
tial %york against, rather than (br, the paticni; this was 
the single reviewer who refused coverage to Case 4 on 
the grounds that the patient's bjse>litie, wheelchair' 
iKwnd status was sulficicntly |Mior that restoration was 
not an apprufiriate goat 

SkMW Nuf tint: OfciMvatlan, aaaaaaiiMnl. an4 Hi* 
■upMvfalM ml an affgraffal* ml unakUM SMvkaa 

Rcviewera were deariy uneoinforiabte dealing with 
coverage that was dependent on relatively vague con* 
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ccpu. A common response to Hie pjiicitit requiring 
complex nursing care was tii eyplure in some detail lh« 
need for stilled procedures on an even day basis; these 
included the intramusculai mcdiealMMi in Case I, the 
dicsiJnj ehanccs for ihc decubitus ulcers .in Case «, 
^nd the care of a suprapubic catlicter in Case 7. These 
procedures were cited by many reviewers as the reason 
. for extemlmg coverage even when the scri'ke was »o« 
required on • daily basis. In Case 3, a number of 
reviewer* deduced an element of skill in the rehabiliia- 
tive earc of the patient and used this as the reason for 
approving coverage 

An individual natient*s stability or lack of it is an 
impbrtaiit factor in determining the need for skilled* 
nursing services. Ilie difliruhtct iiilicrettt in definhig 
instability led the rci'tcwcrt to use relatively simple . 
rules as the basis fnr tbar dctcrmiuationt. The length 
of the intervals between laboratory tests was frequait- 
ly used as an indicator of instability; one reviewer was 
guided by tlie absence of a record oflntukc and output. 
Others relied on the ntimber of medications given or 
^iiidicaied that llMiy would look for frequent changes in 
medican'uns. Relatively few depended on the degree of 
abnorntality in laboratory test results as an ini|>ortani 
indicator. 

0«ciMMnlatJMi 

Many reviewers noted iliat docuineiilation can 
make a great deal of dilferencc in tlie decision to cover 
or not cover a |ialient. All iiiiermcdiaries request 
copies of the actual patient records when tliey think it 
is necessary. In eases involving rehabilitMiiun servic«is, 
reviewers indirated that they would hwk at the pliys- 
tcal therapist's nutes with S|K:cial allcntiun to whether 
the service was perfurnied on a daily Iwsis, whcdicr the 
physical tlier^ipisi was actually involved, and whether 
the patient was making progress. In ihe case of ob- 
servation, assrssnieiit, and su|tcrvisiON by a skilled 
nurse, documentation* was tlwught to be very ini- 
portant» but exactly wliat reviewers would'* look fur 
varied considerably. One reviewer favored eoncrete 
evidence of observation, such as fret |uent recordings iif 
blood pressure, pulse, and respiration; another would 
look at lite iiursirtg-care plans, searching fur frequent 
change; still another tvould loi>k in ihe nursing notes 
for s|>cctric evidence that the |i;iticnt was Iteing 
watched closely. 

DiaRXiKiiiUN 

In ailditioii to the overall pruhlciii uriiicuiisisteiicy 
in .;idministcriMg what was iiiiciided to be a unifurnt 
bcncfil, these CUses raise sc\'cr»l i^kiies uriin|)(>rtanct 
in beneliciaries, physicians, and nursing liuincs. 't*hcse 
issues may be summarized as fi>iluws: The duration of 
L-tn'i'ra)ii: W niii.'ii unprrtlnfiulih'; >iyli>:b i»r|>rai:ii(>i: allitt 
covrnt|*r: hi}(h*qn;dily cniir may diriruikC otvi'raftf;; 
uihI tiiini\t'Sk.ny ilncniiH'nnniiHi U-mU ii> iiuHt- rm<> 
eruifc. 



Un|wMNcl|AIMy 

Physk} ans and nursing homes cannot predia how a 
patient*! cofwIitKm will change after admission f a 
nursing home. How long a patient will remain unsta- 
ble or progrcst toivard ful5lling his or her restoration " 
potenual %viU vary from patient to patient. Since Meili- 
care coverage for nursing boinea depcmb on thangct 
in the paiicni*i condition and lis duration is not deter* 
mined in advance, nm one knows on adwiislan Im»w 
long bcndils nviU continue 

Although. Medicare's hospital benc«ta als* 4epaa ' 
on the patient's conditinn; Medicare typIcaRy covers 
the full length of a phyiictan-prescnbcd hospital stay. 
I n contrast. Medicare's nursing-komc benefits typical- 
ly cover only the MediearcHlcfincd ikillcd-care portion 
of a slay. Physidani Trcqucntty prescribe nursing- 
home care of some type for some time after Medicare 
coverage terminates. At some unpredictable and fre- 
quently unaniidpated point in a nursing-home stay, 
patients and tbdr Gunilies find that they, and not 
Medicare, are liable for nursing-home biUl. 

Ttta inHuanee of Styfaa of fractiee 

Tlic addition of skilled- nursing procedures to the * 
earc of a nursing-home patient will markedly increase 
the likelihood that coverage will be granted. A pattern 
of praaice iluii favors tlic use of such procedures, such 
as ihe administration of heparin rattier than warfarin 
(Coumadin) will therefofii lead to increased cnvcrage. 
Similarly, tlic use of bandage wrappings on a stump 
after amputation will lead to coverage; the Substitution 
of ready-made elastic stockings may cause omrrage to 
he discontinued. None of these decisions directly alters 
the patient's status but they do affect coverage. Cover- 
age dependent on practice patterns increases incuitsis- 
tciicy ill decisions about patients tvlio have the same 
degree of disability and the same underlying need fur 
institutional eare. 

ittffh-OuaWy Car* May Oaeraaaa C«v«rHa 

Definiliotu of skilled care that are oriented toward 
tedmical procedures have tlie elfea, in certain cases, 
of reducing coverage for the patient who receives the 
highest-quality eare. Carefiil control of pain through 
oral medication would have led to a marked decrease 
in the number of reviewers wiliing to cover the preter- 
minal patient described in Case 8; frequent injections 
of codeine, on the other haitd, %vould have allowed her 
to be covered. Similarly, the paliciit in Caic i would 
nut have been covered by several reviewers so long as 
|iaiiistaking cflbrts to foed him continued; a nasugas- 
tiic tube «vouid have guaranteed coverage. 

Unnacaasarv Oocumentatlan taads la Mara Covtiaf* 

Many reviewers exaniiiur very specific elements in 
ilie recimls in orfler to deciilc about cuvrj^age. As a 
irsuh an insiiiuiinn may fiiMi itsrif in the pmitiiin iif 
pritdiicing paiiriii recur tis ih»t have no |Mir|Hne (hIhT 
than tn guarantee cuv*erage. One reviewer, for exam- 
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TlltNtW KWUI^nuj* 

|»lc, Uivoud keeping iiiliiLe auti u^ilpui icctMtli tti evi* 
ilciMtc t>f itoiubility despite lite Tun llul ituiiy pUyu- 
ciMni rcKuitl these retuidt ai lii|lil)r iiiaeturale and 
llieicfore umtIcjis in most ambuUtury patictits. 1'lie re- 
sult uf suL'li MX cni|iliasts on documciitutiuti is • niarkH 
increase in die •mount oTliinc and eflUrl that an iiisti« 
tu^ioii muki spend in prepariitg material tu submit for 
biljing purposes and a shift In fbcui awajr Trofii record 
keeping as a means of communication among those 
directly rofponsible for patient care. 

foueie iMmovsMFHT* 
Working %viihin eatitlng law. tlic IICFA should de* 
velop an approach to the managaucnt of nunhtg- 

S* me benefits that would lead Id a much higher dcgre* 
consistency in reviewers* derisions about coverage, 
le handling of daimt for skitted-nuning fiictlitiet 
could easily be restricted to a rdatlvcty small number 
of intermcdiartes. The supervision oTdulms decisions 
and ail pulley guidance on these derisions could be 
handled in (he HCFA'sccniraioOicc ratltcr than in the 
10 regions, thus eiinitnailng conflicting tnslruciioni 
about what is in Tact national policy. A sophbticated 
approach to the Uaining proceit, with heavy emphasis 
on Ihe use oTaclual cased and continual comparisons of 
the deciatuni made by rcviewen in various interme* 
diafies, slioulil enable the itafls ciTtlie uiternicdiaries lo 
define areas' or-dUa|reenienl. Policy guidaiic.e and' 
^tVaming'*c^t1)cii Ctflbcused on those specific areas. 

Written guiilcltnea,.the traditional mainstay of fed- 
eral policy, are one important aspect of suCh a |koccss. 
Hiey sitould be as specific as poasible, making a mnth 
richer use of illustrative cases than do (he current 
instructiuiis. Loescr and his colleagues have favored 
the expaiuion of rcgut.''ions in an eflbrt to ensure both 
consist em enforccmenl of the benefit pruvbitms and 
public pafiiripatiuii in the creatiun of the guidelines 
themselves.' Pornul re£ultitiunK almie, however, are 
unlikely to ensure the necessary fine tuning oTa system 
so inliinaii'iy connected lo tlic complexities oTclinitjl 
practice. Written materials sliuuld nonetheless be 



made public so tlut physidans and patients can better 
understand in advance whedier or not paVmeni can be 
expected for a particular nurslngOiome stay. Opporiu* 
nitics for public comment on guiddincs sl»outd c^w be 
provided. , 

Unpred^nability in dedsions about coverage coutdL 
be reduced .if Medicare inlermiMliarles made firm pro'* 
speciive deter minatlona of coverage. Intermediaries 
could formally approve coverage for spcdfied periods 
of time on or shortly aAer a patient's admission. Pa- 
tients* cases could be revieiyed again %irlien initial cov* 
erage periods capkc^ TUt aparaadi could be similar 
to the "presumptive coverage^ for spedfic diagnoses 
that Congress authorised In 1972 kgbtation but thai 
Medicare never required of intermediaries. . 

Further improvcmcnl in consistency and prcdicl- 
abiliiy, as wdt as the correction of other problems 
identified by this study, wonld require changes In 
Medicare's underlying l^bblion. Major changes In 
coverage couki, however, kivolve a marked increase in 
tlic cost oTdaims for skilled'nursing fadlitiei. An anal- 
ysis of the potential costs and benefits of sudi a change 
is bevond the scope of this paper. Since any imntcdiate 
legisiaiive change is highly unlikdy In an era of intense 
concern over Medicare cosis» administrative action is 
critical to reducing the high degree of variability in 
coverage that has been documented in this study. 
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The Chairman. Thank you. 
Dr. Knoebel. 



STATEMENT OF DR. SUZANNE KNOEBEL 



Dr. Knoebel. Mr. Chairman, committee members, my name is 
Suzanne Knoebel. I am the Krannert Professor of Medicine and As- 
sociate Director of the Krannert Institute of Cardiology at Indiana 
University School of Medicine. I am here, however, as a concerned 
physician, one who flnds it difficult to practice quality care today, 
and I am not unique. 

The citizens in the Medicare age group are of particular concern 
because they are the most vulnerable to potenti^ inequities which 
may be introduced by medical reimbursement systems which have 
not yet achieved a balance between cost, quality and access to rele- 
vant care, which is true at the present time in the United States. 

Let me begin by saying I strongly support health care cost con- 
tainment as a necessary economic and political goal, one whdch has 
become and will become increasingly important as our population 
ages. I believe we can have economical and efficient medical care 
while also maintaining our traditional concerns for quality. In- 
creasingly, however, it is becoming a fact of life that the treatment 
provided patients is shaped by the amount of reimbursement avail- 
able, medical standards of care are being replaced by price stand- 
ards. 

And under price standards, the incentives are to limit the 
amount spent per patient, per patient encounter. The goal is short- 
term cost savings, regardless of the long-term impact. 

Much of what you have heard about today, discharging patients 
early, moving them to nursing homes when that could be prevent- 
ed are the result of price standards. 

And while the level of care provided under price standards may 
be adequate for the young, the relatively less sick and those with 
pure or simple diseases, it is increasingly unlikely to be sufficient 
for the elderly or chroniccdly-ill and those with more severe or 
complicated disease processes. 

Diagnostic and management decisions in the young, and other 
persons with acute and self-limiting diseases uncomplicated by 
other health problems, are often well-circumscribed and the reim- 
bursement required for adequate care can be predicted. 

What will be required to provide adequate care for the elderly 
patient, or the one with chronic disease, however, cannot be pre- 
cisely predicted. Their primary problem may be complicated by 
many associated diseases. 

The factors which need to be considered in order to outline a 
management plan with the greatest likelihood for an optimal out- 
come for the elderly, requires that their management be custom- 
ized. 

The costs cannot be averaged or predicted. While, at the present 
time, there is flexibility within the DRG system of a degree stdSi- 
cient in some cases, to cover the extra diagnostic or therapeutic 
costs for those who need it, the trend toward even more stringent 
reimbursement levels is clear and the tighter the reimbursement 
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rate, the less the flexibUity available to allow deviation from aver- 
ages, and the greater the threat to the elderly patients. 

Another problem which relates to the preservation of progress in 
health care is that reimbursement rates under prospective pay- 
ment or capped systems are inherently outdated the minute they 
are made, being based on treatment patterns in effect when the 
rates were created. 

They do not and they cannot provide for new technologies which 
may improve diagnosis or treatment, but also cost more. This cre- 
ates a disincentive to diagnose or treat patients in new ways. This 
has stifling implications on medical progress. 

Based on these previously expressed premises that optimal or 
even adequate care for the elderly may not be achieved with the 
resources being allowed under cost averaging, it behooves us to 
look for alternative methods whereby cost to patient outcome can 
be assessed. 

Clearly, a systems approach is necessary. We need to look for 
specific alternatives for diagnosis and treatment for broad catego- 
ries of disease. We need to assess the potential impact of a wide 
range of variables, such as patient age and severity of disease, the 
accuracy of the tests, the predicted effect of the therapies, predict- 
ed responses to stepwise care in nursing homes, and relate these to 
projected costs. 

I believe that formalized decision analysis may provide a method- 
ology for such outcome to cost considerations. Decision analjrsis 
begins by defining the problem, assigning probabilities to the po- 
tential outcomes if specific pathways are tcJten, and through 
simple arithmetic, delineates the decisions with the highest proba- 
bility of achieving a desired outcome, and at the same time, relates 
that outcome to the cumulative costs incurred. 

I have given you a model in the table which you have been pro- 
vided. I won't go over it in detail, except to say that what it shows 
is that in the interest of short-term cost savings, treatment pat- 
terns with high probability of having a long-term beneficial effect 
for the patients are often overlooked and cannot be rationalized 
under the DRG prepayment system. 

The one primarily that is used here is an example froni C€«xliolo- 
gy of the use angioplasty in the acute phases of myocardial infarc- 
tion, and does relate to an in-hospital situation. 

I think you can see that if the mortality were reduced from the 
20 percent 1-year mortality for the elderly with a heart attack, 
down to the potential of 9 percent, we could prevent the necessity 
of a nursing home for many patients who are there for heart fail- 
ure and for the complications following their myocardial infarction. 

At the present time, with the ratcheting down which is occurring 
in DRG reimbursement rates, we are not going to be able to pro- 
vide those therapies, I am afraid. This will create a long-term prob- 
lem for the elderly. 

You can see that the last expensive way to proceed for the short 
term, in term& of cost per patient, is medical therapy. However, 
this may not be the best way to proceed in the long run. 

This example was used to portray the principle that reimburse- 
ment decisions should not be made strictly on the basis of short- 
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term accounting. Medical decisions must be based on resource to 
outcome considerations. 

As cost containment forces choices between cost and outcome, it 
is only fair that the process be explicit. This, of course, includes 
considerations for the effects on long-term care. 

I would like to conclude by Wghlighting a few policy implica- 
tions. First, I realize that the DRG system, as well as other private- 
sector prepaid plans, will be a fact of life for some time to come. 

At the same time, I think the decision analysis approach points 
up the certain real limitations inherent in such systems. We need 
more flexibility built into our medical reimbursement system. 

We cannot practicie medicine in the interests of all patients 
through adherence tci a rigid recipe book approach. Above all, phy- 
sicians need to be able to utilize new medical and/or financial in- 
formation without first entering a drawn-out reimbursement ap- 
peals process. 

We need a more flexible process that makes adequate treatment 
for older and chroniciilly ill patients possible. And we need quality 
control, which we do not have in the home health care situation. 

How do we achieve that kind of flexibility? While a severity of 
illness index or an adequate outlier determination process would 
help, particularly one based on probability analyse of the type you 
have just seen, and will be in the record, we need also to recognize 
the needed flexibility is inevitably tied to reimbursement levels 
generally. 

Ratcheting down the overall reimbursement rates for health care 
or a DRG rate freeze will accelerate the conversion of medical prac- 
tice from one based on medical norms to one limited to a single, 
rigid style of practice, one which is dominated by our price and 
does not take account of individual variability. 

We should also show great caution in moving toward new pro- 
grams utilizing a DRG type of approach. DRG's for physicians, for 
example. Too many unanswered questions remain about the 
present program. 

We should allow the effects of hospital DRG's on patients and 
medical progress to become very apparent before proceeding fur- 
ther. The alternative is a veiy real threat to the effectiveness of 
our medical system and to patient outcomes. 

We need to take steps to promote the utilization and assessment 
of new technologies or we will never reach the ultimately most 
cost-effective technology and the least costly ones. 

Some short-term provision needs to be made relative to new tech- 
nologies, so that they can undergo clinical trials and their effect on 
patient outcome can be shown. 

There is no substitute for an informational approach to cost con- 
tainment. Doctors and Government reimbursement officials need 
vastly more information about medical costs and the long- and 
short-term beneficial and detrimental impact of reimbursement de- 
cisions. 

We need to know more about what benefits are possible at given 
reimbursement rates, and what benefits we have foregone under 
reimbursement rates. 

We need to know if the tradeoffs make sense for the patients and 
for society, and we need a system flexible enough to endble us to 
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act on this information. I know of no other way to assure our elder- 
ly of security relative to their health care. 

The elderly are terribly afraid. We have heard much about that 
this morning. They should not be. 

Thank you. 

[The prepared statement of Dr. Knoebel follows:] 

Prxpared Statement of Suzanns Knoebel, M.D., Professor of Medicine, 
UNrvEEsmr of Indiana 

My name is Suzanne Knoebol. I am the Herman C. and Ellnora D. Krannert Pro- 
fessor of Medicine and .Associate Director of the Krannert Institute of Cardiology at 
the Indiana University School of Medicine. I am here as a concerned physician. 

I appreciate this opportunity to talk with you today about some of the problems I 
see relative to medical cost^containment plans generally and the DRG system specif- 
ically. Citizens in the Medicare a^ group are of particular concern because they are 
the most vulnerable to potential inequities which may be introduced by medical re- 
imbursement systems which have not achieved a balance between cost, quality, and 
access to relevant care as is true at the present time in the United States. 

Let me begin by stating that I strongly support health care coat-containment as a 
necessary economic and political goal, one which has become increasingly important 
in recent years and one which will become even more important as our population 
ages. And, I believe we can have economical and efficient medical care while also 
maintaining our traditional concerns for quality. However, the present DRG system 
and other prepayment and/or capped sybt<ims which have arisen as a result of the 
impact of the DRG system, create incentives which, if not counterbalanced soon, 
could force our health care system in very damaging directions under which our tra- 
ditional goals of optimal patient care and mecucal progress would be difficult to 
maintain. j j 

Increasingly, it is becoming a fact of life that the treatment provided patients is 
shap^ by the amount of reimbursement available. Medical standards of care are 
being replaced by price standards. Under price standards, the incentives are to limit 
the amount spent per patient per patient encounter. The goal is short term cost sav- 

^fvhile the level of care provided imder price standards may be adequate for the 
young, the relatively less sick, and those with "pure" or "simple" diseases, it is in- 
creasingly unlikely to be sufficient for the elderly, the chronically ill, and those 
with more severe or complicated disease processes, such as those present in the el- 
derly. 

Diagnostic and management decisions in the young and other persons with acute 
and self-limiting diseases uncomplicated by other health problems are often well cir- 
cumscribed. Adequate care can usually be provided for an "average* price becau^ 
the diagnostic and therapeutic requirements can be reasonably precisely predicted. 

What will be required to provide adequate care for the elderlypatient^ or the one 
with chronic disease, however, can not be precisely predicted. Their primary prol^ 
lem may be complicated by one or more associated diseases. The factors which need 
to be considered in order to outline a management plan with the greatest likelihood 
for an optimal outcome for them reauires that their management be customized. 
The costs can not be averaged or preoicted. Yet hospitals or nursing homes are re- 
imbursed on the basis of averages. In the interest of their own survival thw cannot 
assume that what they lose on one patient can be made up on the next. Their pa- 
tient base is not of sufficient magnitude to allow for "averaging" of what might be a 
population skewed towfcrd a higher cost group. The result is that high cost patients 
may receive less than adequate care. Furthermore, many diseases of the elderly are 
chronic. At times, a higher initial expenditure can prevent or ameliorate fiiture ex- 
penditures; but, under DRG rates, the higher initial expenditure would not be cov- 

While at present there is flexibility within the DRG system of a degree sufficient, 
in most cases, to cover the extra diagnostic or therapy costs for those who need it, 
the trend toward ever more stringent reimbursement levels is clear. And the tighter 
the reimbursement rate, the less the flexibility available to allow deviation from 
averages and the greater the threat to the elderly patients outcomes. 

Another problem, which relates to preservation of progress in health care, is that 
reimbursement rates under prospective payment or capped systems are mherently 
anachronistic, being based on treatment patterns in eftect when the rates were cre- 
ated. They do not, and cannot, provide for new technologies which may improve di- 
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a^oses or treatment but also cost more. This creates a disincentive to diagnose or 
treat patients in new ways, with stifling Implications for medical progresa It would 
be a profound setback if cost containment created a status quo apinoach to medical 
care. We may be moving in that direction. 

While the PROPAC process can adjust rates for new technologies, this prooees is a 
remedial one, the inevitable slowness of which is certain to limit its impact 

I am confident that the public neither wants nor has mandated us to take unac- 
ceptable risks relative to patient outcomes, or to sacrifice medical progrreas. Clearly, 
the public still wants improvements in our health care fliystem hn% also wants 
h^tb care delivered more efficiently. These are the goals w© must meet 

Based on the previously expressed premise that optimal or even adequate can 
may not be achieved for many aging or chronically ul patiento with the resourcea 
allowed under cost^veraging, it behooves us to look for methods whereby costs to 
patient outcome can be assessed. 

We need to know for a given disease condition, complicated or uncomplicated, 
what idnds of diagnostic tests and medical treatment might be required to assure 
optimal patient outcome and what this costs. It is equally important to know what 
appropriate diagnostic tests or treatments can jiot tie provided under current cost- 
containment plans. The public, their representatives, and their i^iyiddans need to 
know specifically what is being given up individually in the name of the cost-con- 
tainment generally. 

Clearly, a systems approach is necessary. We need to look at specific altematires 
for diagnosis and treatment for broad categories of disease, assess the potential 
impact of a wide range of variables, such as patient age and severity of diMase, ac- 
curacy of the tests, predicted efficacy of therapy, predicted responses to stepwise 
care, and relate these to projected costs. 

I believe formalized decision analysis may provide a methpdolofinr for such out- 
come to cost considerations. Decision analysis begins 1^ defining tibe pvoblem, as- 
sigziins probabilities to the potential outcomes if specinc pathways are taken, and 
through simple arithmetic delinates the decision with the highest prtibafaility of 
achieving a desired outcome and, at the same time, relates the outcome to the cu- 
mulative costs incurred. 

The table provided depicts the utility of formalized clinical decision analysis. The 
data used are for the purpose of example only but were taken from the literature so 
they have a basis in scientific inquiry. 



MANAGEMENT OF THE EARLY ISCHEMIC PERIOD OF MYOCARDIAL INFARCTION 



hhoapital Oneyev 



Medical Hierapy 15 20 $1,500 (M 

Streptokinase IV 8 16 3.000 37i00 

Streptokinase phJS angioplasty 8 U 7.000 61 000 

Angioplasty 7 9 g^ooo 41,000 

Coronary Ijypass surgery 5 6 15,000 96.000 



From the table it may be seen that the predicted mortality for an elderly patient 
treated inedically in the first year foUowing a heart attack may approach 20%. It is 
the physician's goal to reduce this risk. It may be poosible to do ao by opening the 
artery which supplies blood to the threatened part of the heart before the Heart 
muscle dies. 

There are several methods which may be used. These are shown on the left of the 
Table. The predicted in hospital and one year mortalities for each alternative are 
listed m the second and third columns. The next column sham the average cost per 
patient and, the final column the cost per life saved. 

The obvious and least expensive way to proceed in terms of cost per patient, 
would be medical therapy; and, there wouM be some patients for whom this would 
be the management plan of choice. However, for the short term, because of a signifi- 
cant reduction in in-hospital mortality from 15% to 8%, stmeptokinase would prob- 
ably be allowed for the patient early in the course of heart attack. It is unlikely, 
however, that angioplasty wouM be allowed (the cost being twice that of streptokin- 
ase) even though the long term benefit is significantly greater than that with strep- 
tokinase and at little additional cost per life saved. Furthermore, by not allowing 
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angioplasty, the opportunity to significantly decrease mortality would have been 
permanently missed. Coronary bypass suijsery also may reduce long term mortality 
m this group. In this case, however, the incremental cost per life saved is approxi- 
mately $300,000. This would be important information relative to resource alloca- 
tions. 

We need to recognize that prospective pricing creates a disincentive to use the an- 
gioplasty or surgical approach, llie DRGr ^oal is to cut specific patient costs for the 
short term. There is, thus, a strong incentive to use streptokinase as opposed to an- 
gioplasty. While the argument for angioplasty or sargevy must be their ultimate 
long term positive effect on patient outcome, there is no mcentive wiUiin the DRO 
system or any system which is simply price driven, to consider this all important 
factor. Under price driven eyvttxxa, snort term cost reductions are the goal. 

The kind of information such decision analvses provides should be of value both 
for physicians and policnonakers. Physicians should find the information of interest 
because, although physicians have always made decisions based on risk to benefit 
ratios, such an^yses make more precise the process of looking at various strategies 
and their probable outcomes, and delineate more clearly what the optimal approach 
might be. It will, of course, always be necessary for physicians to fit their individual 
patient into the scheme, that is, to refine the probeoihties based on the special con- 
siderations of each patient Such analyses provide the physicians with a responsible 
way to factor costs into the decision process, so that they can make trade-offis be- 
tween improved medical benefits and added costs, the kind of trade-off doctors will 
increasingly be forced to face. 

In addition, the decision analysis concept offers useful information to policymak- 
ers and others involved in reimbursement dollars. Such analyses make it clear that 
reimbursement decisions should not be strictly accounting matters. Rather, deci- 
sions can be based on resource to outcome considerations. Costcontainment forces 
these choices and it is only fair that tiie process is explicit. 

So far Fve been discussing what decision analysis has i^o offer relative to medi- 
cine. Now let me add two caveats. The specific numbers I have presented here are 
based on the best available information. They are subject to change— as the decision 
making process itself should change when new information becomes available. 

The second point is that the numbers are based on probabiUtiee and do not substi- 
tute for specific patient decisions. Nevertheless, such analyses do serve as standards 
for broad cat^ories of disease diagnosis and treatment and^ therefore, at the policy 
level, can serve to guide policy formulations. 

Fd like to conclude by his^uighting a few policy implications. 

First, I realize that the DRG qratem as well as other private sector prepayment 
plans will be a fact of life for some time to come. At the same time, I think the 
decisions analysis approach points up certain real limitations inherent in such sys- 
tems. The point is not that DRG rates should be set on the basis of decision analysis. 
After all, no single methodology is sophisticated enough to take into account all rel- 
e^'-^nt factors in any decision but particularly in medicine where pain, patient pref- 
oren^ «, and the value of a human life are but a few. Instead, we need more flexibil- 
ity built into our medical reimbursement system. We cannot practice medicine in 
the interest of all patients through adherence to a rigid recipe book approach. 
Above all, physicians need to be able to utilize new medical and/or economic infor- 
mation without first entering a drawn-out reimbursement appeals process. We need 
a more flexible process that makes adequate treatment for older and more chron- 
ically ill patients possible. 

How do we achieve that kind of flexibility? While a severity of illness index or an 
adequate outlier determination process would help, particularly one based on proba- 
bility analyses of the type you have just seen, we need to also rcognize that the 
needed flexibility is inevitably tied to reimbursement levels generally. Ratcheting 
down the overall reimbursement rates for health care or a DRG rate freeze will ac- 
celerate the conversion of medical practice from one based on medical norms to one 
limited to a single rigid style of practice, one which is dominated by price. 

We should abo show great caution in- moving to new programs utilizing a DRG- 
type of approach, DRGs for physicians for example. Too many unanswered Questions 
remain about the present program. We should allow the effects of hospital DRGs on 
patients and mediod proffress to become apparent before proceeding fiirther. The 
alternative is a very real threat to the effectiveness of our medical system and, 
above all, to patient outcomes. 

Prospective payment systems of all types are based on retrospective data and, 
thus, a bturier is raised to medical progress. Unless they offer short term cost sav- 
ings, valuable new techniques and technologies are unlikely to be introduced or al- 
lowed to diffuse. 
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We need to take steps to promote the utilization and assessment of new technol- 
ogies or we will never reach the ultimately most effective and least costly ones. 
Some short term provision needs to be made relative to new technologies so they 
can undergo clinical trials and, if proven effective, be incorporated into reimburse- 
ment rate formulas. 

\ here is no substitute for an informational approach to cost-containment. Doctors 
and government reimbursement officials need vastly more information about medi- 
cal costs and the long and short term beneficial and deterimental impacts of reim- 
bursement decisions. 

We need to know more about what benefits are possible at given reimbursement 
rates and what benefits are foregone. We need to know if the tradeoff make sense 
for patients and for society. And we need a system flexible enough to enable us to 
act on this information. 

The Chairman. Thank you, Doctor. You are the only physician 
on the panel. I would therefore like to start my questioning with 
you. 

We heard testimony to the eff^t that pressures have resulted in 
the early discbarge of patients, with the result that they go home 
still ill, and that in many instances, they get no assistance whatso- 
ever. 

Do you agree that this is happening? 
Dr. Knoebel. Absolutely. I agree. 

The Chairman. You also told the committee that what we need 
is quality control. Would you elaborate on that as to what kind of 
quality control we are talking about? 

Dr. Knoebel. Well, we need quality control of a type that I dem- 
onstrated. We need to look at the outcome pf our decisions. For 
every medical decision, there are several alternatives. 

The quality alternative is the one that has the highest probabili- 
ty of success, and this needs to be determined by^ysician groups 
and system analysts who can assess these processes in a reasonable 
way. 

The Chairman. But quality control. Doctor, also involves financ- 
ing. And in a situation where the financing is being reduced, how 
can then we put in place a system of quality control when we don't 
have the financing necessary to bring about an adequate program 
of quality control? 

Dr. Knoebel. I can't prove it, Mr. Roybal, but I will predict that 
if some of our practices were now subjected to cost^ffective analy- 
ses at the type I have shown, that we could show that we are actu- 
ally spending more than we need to, and what we would save on 
certain cases, in certain categories of disease, could well be applied 
to bringing the others up to an adequate level, 
j The Chairman. No, I don't doubt that we do need cost contain- 
ment, that everything possible must be clone to bring that under 
j control. On the other hand, we have the other extreme, where re- 
ductions are being recommended and being made, such that people 
are not getting the care that they need, and a great deal of suffer- 
ing goes on throughout the country. 

In fact, Ms. Ladner testified to that fact when her mother was 
finally found to be eligible for Medicare home health services, but 
during a particular period there, she was unable to get the care she 
needed because of these cutbacks. 

Now, as a physician, you said that there were many unanswered 
questions. We agree, and that is one of the reasons why we are 
holding this hearing. We would like to have some answers. 
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What would you recommend, Doctor, if you had that one wish? 
What would you do? 

Dr. Knoebel. I would like to have someone ask a physician 
group, in coi^unction with a Government group, to sit down and 
determine what is absolutely medically necessary for quality caro 
of patients under X situation and what would constitute outliers 
and that would require more than this average care, and I would 
predict that if that were done, and it would not be terribly difficult 
with the proper constitution of such a group, I would predict that 
we would find that we could get the costs reduced even more, while 
still maintaining quality. 

The Chairman. Well, Dr. Knoebel, about 3 years ago, this com* 
mittee made just that recommendation, that we get together a 
cross-section of the medical profession, together with legislators 
and so forth, and come up with some recommendations as to what 
can be done to contain costs. 

That, of course, has not been done, £md I don't know whether it 
ever will, but that would be a start. We still have the situation 
where too many of our elderly are suffering the consequences of 
cutbacks, and somewhere down the line, we are going to nave to do 
something about it. 

Now, I have no specific plan as to what can be done, but the 
truth of the matter is that there are no recontmiendations being 
made to this concmiittee as to what we can do. 

In fact, testimony before this committee said, well, we don't want 
to ^et into the politics of this thing. You have got to get into the 
politics of this thing. 

Dr. Knoebel. Absolutely. 

The Chairman. No matter what we do, we are involved in the 
political process. Even the chcdr that you sit on, this building, and 
most anything that is done, took the political process to put it into 
effect. 

We have to then involve ourselves, not as politicians, but as con- 
cerned citizens in the political process, and see to it that these 
problems are taken care of It is going to be most difficult. 

I realize I have taken a longer time than I should, so I am going 
to start, then, on this other side. I am going to take another 5 min- 
utes. I would like, Ms. Ladner, to inquire about your mother. How 
is she doing? 

Mrs. Ladner. Well, she is much better now. She is home. She 
has congested heart failure, but she wants to be home, that is the 
main thong. 

The Chairman. In other words, she would rather be home than 
be any place else. 
Mrs. LadneRp Right. 

The Chairman. And in most instances, I would say that that is 
what the patient would want. 
Mrs. Ladner. Yes. 

The Chairman. The big problem is that we do not have, then, 
the necessanr facilities to make it possible for these people to be 
home instead of in an institution somewhere. 

Mrs. Ladner. Yes. 

The Chairman. And that is what we are talking about today, is 
it not? 
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Mrs. Ladner. That is right. 

The Chairman. All right, thank you. 

Nov/, Mr. Walker, you told the committee that the system is just 
not working. I agree in very general terms. Can you tell the com- 
mittee whether or not you have other studies that support your 
* findings with regard to the study that you made in Virginia? 

Mr, Walker, Yes. In addition to the State of Virginia, there has 
been a study conducted by the Long Term Care Gerontology Center 
in Dallas, TX, as well as the Area Agency on Aging in Spokane, 
WA, which surveyed community agencies in the eastern half of 
that State. 

And they support the evidence that we found in our Virginia 
study, which is a system which is at the breaking point, and 
beyond that, if you take a look at the number of people that are on 
waiting lists, who are in desperate need of critical services, the 
system just is not working, and I concur with you, there is no way 
to avoid talking politics. 

And I would go a step further. There is no way to avoid talkiiig 
about money for programs for health care persons. It is desperately 
needed. 

And one last point I would like to mention, is that most Con- 
gressmen and Congresswomen are very concerned about the 
number of meals being served in congregate meal sites and the 
type of support services that are available at congr^ate meal sites, 
because in many cases, that is where people, when it comes time 
for reelection, they find many older persons who vote, and get an 
opportunity to get by and see them. 

Well, I think next time the election rolls around, there will be 
less sites open, less people at those sites, because we are having to 
close down sites to move more and more resources to taking care of 
the acute care needs of the people at their homes. 

When reelection time comes around, and politicians go around to 
these sites and the sites are no longer there or they see a lot less 
people, maybe they will start visiting the homebound impaired el- 
derly and see how serious these problems are. 

The Chairman. Thank you. 

Ms. Brody, I understand that you are a researcher and gerontolo- 

gist? 

Mrs. Brody. Yes, sir. 

llie Chairman. You are an expert in the field, and I wish I had 
* a lot of time to learn something from you. I have, due to the lack of 

time, one question. 

You said that families are the backbone of long-term care. That 
is a statement that we all agree with. How is the Government 
- threatening the family network and what can we do to provide 

more support? 

Mrs. Brody. The threat to the family is that by overburdening 
the famUy, by compellmg the family to go beyond the limits of 
human endurance, they memselves experience physical sympbomB, 
stress-related ailments ^uch as ulcers, hypertension and also, 
severe mental and emotional sjrmptoms. 

That kind of pressure, when it is imposed of the family, ultimate- 
ly increases the costs. As far as what the Government can do with 
respect to that particular situation — there is virtually nothing 




138 



being done in the way of focusing on the family to support the fam- 
ily's efforts to go on doing what it wants to do, and what it has 
been doing. 

I am referring to such services as respite care, temporary care, to 
give families relief. There are some demonstration projects. There 
are some Mf aid waiver projects, but there is no consistent sup- 
port for that R_ J of service. 

I am referring to the services such as day care for the impaired 
aged, also to give the caregivers a break. 

There are families that go on year after year, in which the care- 
giver rarely is able to leave the front door, because they a):e taking 
care of an extraordinarilv impaired person with Alzheimer's dis- 
ease who needs someone there every moment. 

In addition to those relief services for the family, they need other 
kinds of relief Hiey need concrete help in performing some of the 
care tasks. 

For example, an 84-year-old woman finds it very difficult to lift 
and turn a bed-fast 86 or 87-year-old husbcmd, so that they need 
help from in-home health services to give them that kind of con- 
crete help, as well as the opportunity to get a break in that care. 

There are no consistent programs that focus on the family's need 
rather than focusing with tunnel vision on the need of the older 
person for medical services. We really have to broaden our view of 
what it takes to support the family in its efforts. 

The Chairman. Thank you, Mrs. Brody. 

Mr. Yovanovich, many cost containment actions have been taken 
recently, and some are more threatening than others, that is, 
threatening to the elderly. 

What recommendations do you have, if any, to make to this com- 
mittee? As you know, this committee is not a legislative committee, 
it is a fact-finding committee. What we do as individuals is to 
present legislation, and we have been rather successful in some of 
the legislation that we have presented. 

We have been somewhat successful in getting some of the 
moneys that we need for Alzheimer's disease, for example, and for 
other things that are most important. 

Do you have any recommendations that you would like to make 
to this committee now? 

Mr. YovANoviCH. Mr. Chairman, certainly I think some of the 
recommendations that we have made about current regulation 
needs to be acted upon at this point. The waiver of liability issue, 
the cost cap issue, are things that need to be attended to very 
quickly, in order to preserve the home health system. 

I think the reconmiendation that I would like to make is that we 
really need to take a look at the long-term care needs of our popu- 
lation, and for years— I have worked in this industry in excess of 
20 years — and we have always attempted to encourage the utiliza- 
tion of home health services. 

It appears that now that home health servic^ are beginning to 
be more utilized and to be more effective in dealing with our elder- 
ly> we are running into a lot of constraints that are being placed 
before us by the bureaucrats and by the Health Care Financing Ad- 
ministration in terms of reimbursement issues that allow for the 
viability and continued viability of home health services. 
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So I think that there are immediate issues that need to be at- 
tended to, and that is certainly to deal with the Health Care Fi- 
nancing Administration and their attempts to limit access by re- 
stricting reimbursement to home health agencies, and I think the 
other issue is to begin to look at the design of the long-term care 
* system that will provide for our elderly and provide for the coordi- 

nation of benefits to our senior citizens. 
Thank you. 

The Chairman. Thank you, sir. 

Ms. Struve, I would like to, first of all, congratulate you for being 
the recipient of the Distinguished Administrator of the Year 
Award. 

Ms. Struve. Thank you. 

The Chairman. It is quite an accomplishment, and this award, I 
understand, comes from the American College of Health Adminis- 
trators. You are being recognized by your colleagues, and I comple- 
ment you for that. 

But I would like to ask this question. Providers and fiscal inter- 
mediaries tell us that HCFA's performance standards for interme- 
diaries are forcing the denial rates up; that is, rates are goii^ up, 
despite the fact that 30 percent of appeal claims are eventucdfy re- 
versed. 

HCFA, of course, denies this. What is your understanding of the 
situation? 

Ms. Struve. My understanding, Mr. Chairman, comes fix)m both 
providers and intermediaries. Statements are reallv based on high- 
level executives of the intermediaries. And they claim that HCFA 
is providing incentives to deny claims. 

Likewise, a Midwest intermediary stated that because of their 
previous poor experience, they were having to reduce monthly 
their approvals to Medicare beneficiaries. 

A provider in that area since May 1984 has had its benefits re- 
duced by 75 percent. Likewise, a large group of nursing homes has 
seen a reduction of 50 percent in one nursing home, and 28 percent 
overall. 

We believe that the ratio of 5 to 1 is arbitrary. It is not statisti- 
cally based, and that there should not be incentives to deny cover- 
age that exists under the law. 

The Chairman. Thank you. 

The Chair recognizes Mr. Boehlert. 
9 Mr. Boehlert. Thank you, Mr. Qiairman, 

To set the stage for what I am about to say, let me open by 
saying that I plead guilty to the charge usually leveled by those far 
to my right on the political spectrum of being a liberal when it 
0 comes to voting for spending for programs to meet the special 

needs of the elderly, not just health care, but nutrition and trans- 
portation, you name it. 

But I am also convinced that money in and of itself is not the 
total answer to the problem. 

And, Ms. Brody, I was intrigued by your comments that suggest 
that 80 to 90 percent of the health and social supportive needs of 
the elderly are being met by the families. And that may be true in 
the case of those elderly who are having their health and support- 
ive services needs addressed. 
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But I am concerned about that vast number in our society that 
are falling through the cracks. My own personal experience from 
being a county executive, where we had a skilled nursing home fa- 
cility, was that 90 percent of the patients had relatives within a 25- 
mile radius of the facility, never had visits from them. 

Too many of our Nation's elderly, I think, are either discarded, 
or ignored, and in our mobile society, their families are halfway 
across the continent. What do we do to change the attitudes of the 
American people? 

I am one who believes that we have an obligation to all who pre- 
ceded us, but don't we have a serious national attitudinal problem 
that you don't find, for example, in the Orient where they not only 
love and respect, but care for the elderly? 

I am willing to vote for the funds that are needed to do the job 
that has to be done, but I think there is an underlying problem in 
our society that too many people are just ignoring or turning their 
backs on the needs of our elderly. 

Could you address that, or could comfort me, tell me I am wrong. 
I would like to be wrong. 

Mrs. Brody. I hope very much that I can comfort you. What you 
have just repeated is really the common misunderstanding of the 
family relationships of older people. It is one ho^ of knowledge 
that has had consistent findings in the United States and else- 
where; in other words, that families are not abandoning their el- 
derly. 

Now, certainly, not all family relationships are close and warm. 
Some have never been close and warm, and pathology exists in any 
phase of the life cycle. I picked up the newspaper yesterday, and 
read the story about a young father who had murdered his 6- 
month-old child and had sexually abused her before she died, with 
the agreement of his wife. That is pathology, and it can occur with 
respect to family relationships in old age as well. 

As far as the visits to nursing homes are concerned— staff at 
nursing homes are often very conscious of the old people who don't 
get visits, but the national data, not my data, but national data 
sets show that 90 percent of the people in nursing homes do not 
have a spouse. Half of them do not have children. The ones who do 
have children have fewer children than older people outside. 

As a matter of fact. Dr. Beth Soto did an analysis of a national 
data set, and found that each additional child one has reduces the 
chances of being in an institution in one^s old age. 

So that the people who are in institutions have fewer social sup- 
ports, they have fewer potential visitors. The people who can visit 
them are the adult children, are very often very old and impaired 
themselves. Studies also show that available family members do 
visit regularly and are deeply concerned. 

In one study that we did, we found that one of the main reasons 
for going into a nursing home was the death or catastrophic illness 
in the caregiving generation, not among the old. 

Mr. BoEHLERT. If I may, at this point 

Mrs. Brody. Please. „ , , 

Mr. BoEHLERT. Just let me say, I am really deeply concerned 
about this, and I have spent some time on the subject. Just take 
my hometown for example. I can name you 48 clubs that are in- 
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volved in providing all sorts of activities and recreational chal- 
lenges for our young people, all the service clubs, the Police Benev- 
olent League, the firefighters, and it is all great and I applaud it. 
The young people are our future. 

But I am hard-pressed to find in my community or in most com- 
munities service clubs and organizations of this type that are ad- 
dressing the special needs of the elderly. 

Why is the nutrition program so important? It is not just to pro- 
vide one good balanced meal a day, it is fellowship, it is people that 
care about each other. 

So, Mr. Walker, you and your program, I applaud you for what 
you are doing, but I think we have a serious problem in our socie- 
ty, and I would love for you to provide for the record any informa- 
tion that you can provide us that will make me a little more com- 
fortable. 

But I just see it all the time. We have in our family an 84-year- 
old grandmother who lives with us. She is not the beneficiary of 
that relationship, we are, and everyone talks about addressing the 
needs of the elderly, bringing them out in the community because 
it is good for the elderly. It is good for society. It is good for the 
community. 

I have got four children. Let me tell you. I don't have a pretty 
good batting average in terms of enforcing discipline, but grandma 
does. 

I don't know, does anyone else have that same view that we are 
not doing nearly as well as we should be doing in terms of every- 
one caring about the elderly and addressing their needs, and not 
just every time a problem comes up, say, well the Government 
should appropriate more money. 

And I am willing to vote for it, my record proves it. 

Mrs. Brody. That is a rather different issue. There are many dif- 
ferent groups who address the needs or should addr^ the needs of 
the elderly. I was speaking specifically about family responsibility, 
which has been firmly est>ablished. 

Mr. BoEHLERT. Look at the incidence of elderly abuse. They are 
on the increase dramatically. 

Mrs. Brody. There again, as I said a few minutes ago, abuse can 
occur at any stage of the family Ufe cycle, and being old or being a 
middle-aged person is no guarantee that there will be less patholo- 
gy than that of a young person. We have to look at that as the ex- 
tremes of pathology, but we must also look at the mainstream of 
what families are doing. 

Certainly, not one older person should be abused, and we mxist 
take steps to prevent that. But we also have to look very carefully 
at the data. People are calling elder abuse a whole variety of 
things, ranging from direct physical assaults to an old person 
saying the family doesn't visit often enough. 

That really has to be sorted out carefully, so that we have the 
hard data and know specifically what can be done about it without 
using the minority of cases in which there is abuse to say that all 
families are behrving that way. They are not behaving that way 
any more than all young parents are beating and abusing their 
young children. 
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The Chairman. The time of the gentleman has expired. I am 
sorry that I am going to have to cut the hearing a Uttle shorter 
than anticipated, we have a quorum call and a vote on the floor. 

But I would like to take this opportunity to thank the members 
of the panel. There may be some questions submitted to you, at 
least one question per person submitted to you. We would appreci- 
ate it if you would answer that question tc the best of your ability, 
and submit it to the committee within a period of 3 weeks. 

[Written questions were submitted to witnesses., and the follow- 
ing written answers were subsequently received:] 

Question submitted to Elaine Brody. With the Federal deficit approaching $200 
billion per year» there continues to be pressure to cut spending. On the other side of 
the coin, do you personally feel that States and local governments are currently 
doing all they can to provide health care services for the elderly? 

Answer. Though states and local governments cannot provide health care services 
for the elderly without substantial federal assistance, they can do more than they 
are doing at present. To use the Commonwealth of Pennsylvania as an example — 

Reimbursement in Pennsylvania is now $47.01 per day for skilled nuriing care 
and $42.28 for intermediate care (scheduled to go up shortly to $50.14 and $44.11 
respectively). £ven if the additional $8.00 per day for depreciation and interest is 
added, those amounts fall far short of the actual cost of $82 per day to this nonprofit 
facility. Yet the Commonwealth chose to use lottery funds to replace General Fund 
monies in funding nursing home care rather than to use the lottery funds to im- 
prove reimbursement rates. It is obvious that such low rates deny access to nursing 
homes to the people who need such care the most — that is the "heavy care" medic- 
£dd population, most of whom have Alzheimer^s disease or a related disorder. 

Not only has the Commonwealth reneged on its responsibility to use General 
Funds for medicaid, but it has used the lottery funds to totally replace its past fund- 
ing from general revenues for the Department of Aging and all of its programs. In 
effect, the Commonwealth used lottery fUnds designated for the aged as a method of 
trwisferring its commitment to service this group into a refund for corporate and 
individual taxpayers. 

Pennsylvania is not alone among the states in its failure to care for disadvantaged 
older people, although the methods used differ from state to state. 

Question submitted to Stephen Yovanovich, Do you envision any greater effort to 
discharge patients sooner in light of a possible freeze on Medicare DRG rates? 

Answer. Yes. We do envision a greater incentive for hoMitals to discharge pa- 
tients sooner if there is a freeze on Medicare DRG rates. The reason we see such 
accderated discharge practices as a possibility is evidence that hospitals are dis- 
charging patients "quicker and sicker in order to maximize reimbursement under 
the existing DRG system (see GAO) PBMD-85-8; March 1985 survey by House 
Aging Committee Task Force on the Rural Elderly; and "Home Care Bears Brunt of 
DRG System'', Hospitals magazine, page 70, June 16, 1985 issue). If this is the pre- 
liminarv evidence of the situation under the current system, we would expect that 
hospitals would react even more so if the rates were frozen. Second, a recent survey 
by the National 0)uncil of Community Hospitals, Oak Brook, IL. (see July 5, 1985, 
Modem Healthcare magazine, page 98) indicates community hospitals are seeing 
sicker patients in need of more care now compared to three years ago. If hospitals 
do not feel the DRG rates are adjusted to deal with the situation, it is reasonable to 
assume they will want to alter their admission and discharge policies to decrease 
the volume of such patients they handle. 

Question submitted to Karen Struve. What is the reason for the fact that 30 per- 
cent of SNF patient days are concentrated to just 2 States, New York and Califor- 
nia, and 50 percent in 6 States? Aren't the intermediaries in those States function- 
ing under the same conditions as other other 44? 

Answer. There are good reasons why thirty percent of the SNF Medicare patient 
days are in New York and California, while nfty percent are in only six states. Both 
New York and C^omia have some form of Medicare maximization program, in 
which providers typically must submit all potential claims to their fiscal interme- 
diaries (FIs) for coverage determinations. In every state, providers submit "claims 
for payment" when they expect to get coverage, with deniids being counted against 
their waiver of liability. Very few providers, however, choose to submit "no payment 
billings'' when they do not expect to get the claim covered, unless beneficiaries 
insist upon it. Rather, providers usually will just notify beneficiaries of the denial of 
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the claim, and submit nothing to the FI. In New York state, however, providers 
must submit all "no payment billings", resulting in more days being covered. 

Fifty percent of all SNF Medicare patient days are in only six states not only be- 
cause of Medicare maximization programs, but because of the wide variety in FI 
performance throughout the nation on coverage determinations. While each FI is 
operating under the same statute, their internal manual guidelines and numerous 
unwritten rules are often very different It is interesting to note the large percent- 
age of district court determinations, using statutory criteria, that overturn the cov- 
erage decisions made by AUs and FIs, who use their own rules. Thus, as the article 
in the New England Journal of Medicine illustrates, there is no uniformity in FI 
coverage decisions. 

As our survey indicates, 43 percent of the providers responding stated that their 
FIs' dicisions had become more restrictive within the past year. This shows how di- 
vergent these practices are, and how decisions are made according to very different 
internal criteria. Intermediaries in these six states are generally making more accu- 
rate, predictable decisions than those in other states. Greater uniformity is needed 
across the country and we should consider requiring providers to submit all vaild 
potential claims for coverage, without sacrificing their waiver of liability presump- 
tion. 

Question submitted to Dr, Suzanne Knoebel You state in your testimony the 
''medical standards of care are being replaced by price^standards." Is this in fact 
true? Don't the DRG rates take into account the amount of services that must be 
provided to a patient? 

In your statement, you say that we need to know for a given disease condition 
'Vhat kinds of diagnostic tests and medical tratment might be required*' as well as 
those which cannot be provided. Are you suggesting that we ought to have a sepa- 
rate ORG system for the elderly? 

Answer. The statement that medical standards of care are being replaced by price 
standards is true. What the statement means is that decisions about how patients 
are managed are being based with increasing frequency on cost rather than medical 
requirements for optimal patient outcome for both the long and short terms. ORG 
rates are based on averages and assumptions about the type of patients who will 
require care (the case-mix). However, there is no average patient; and, for any par- 
ticular hospital, there is no assurance of the stability of the distribution of patients 
between the less ill and the more severely ill. Thus, as tibese hospitals and other 
affected heidth care providers are "at risk" unde.^ prepayment or capped systems, 
their operation also must be based on averages. The result is that while they may 
have adequate reimbursement to treat patients falling within a substantial portion 
of the case-mix, they can not apply any ^'saved" money to the care of the higher cost 
patients bacause they can be assured that their population for any particular fiscal 
year will be that which was used to set the case-mix index. Therefore, to avoid fi- 
nancial jeopardy, the patient who may require extra hospital days is discharged 
when the ORG reimbursement level is reached (or if the high cost is anticipated, the 
patient may not be admitted at all)— even though the patient's condition is not opti- 
mal and care at other sites may not be possible or adequate. Thus, price standards 
modify medical standards of care. The sicker or older the patient is the more inequi- 
table the system is. More ORGs are not the answer for these would continue to be 
flawed by the "average" and case-mix concepts. Rather, medical necessity consider- 
ations need to be incorporated into the pricing structure. Some reliable measure of 
severity of illness and/or resource requirements would be of value. 

The Chairman. Thank you very much. The hearing is adjourned. 
[Whereupon, at 1:05 p.m., the hearing was aciyourned.] 
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APPENDIX 1 



' Edvvord Roybal • 
Chahinan, House Select Committee on Aging 



I±R,_I57I) 

QUALITY ASSURANCE l^dftM ACT OF t9a5 (QUARA) 



PURPOSE 



To Improve the health core quality assurance system as It applies to Medicare- 
beneficiaries* 



SUMMARY 

This bill builds upon the current quojity assurance system. It establishes o national 
level council on quality assurance and requires the Department of Health and Human 
Services (DHHS), and Its controct Peer Review Organizations (PRO), to upgrade the 
current system as follows: 



Expend at least as much effort and resources for quality assurance os for 
cost containment} 

Extend' Quality assurance activities to Include alt health core services 
cove re<^ by Medicare; 

iixrorporote local consumer input into oversight of the PROs and into the 
evaluation and award of PRO contracts; 

Moke available 'liot-lines" for Medicare health car<t providers and 
beneficiaries (or o member of their families) concerned with quality of core 
problems; 

Involve States in quality ossurctnce activities through the consumer review 
functlot^; and 

Develop improved methodologies for measuring ond assuring quality within 
and across health core settings. Conduct studies to analyze the Impoct of 
cost containment on health core quality, ond to examine the cieslrablflty onr* 
feasibility of extending the quality assurance system to Inck>de all patlen*- 
and payers. 



PROVlSIOhS 

Increased PRO Enphosls on Quality Assurance 

Under existing low and DHHS administration of that low, PROi are concentrating 
most of their effort on utilization review for the purpose of containing costs. 

This bill requires DHHS to award, administer, and evaluate Its PRO contracts under 
the stipulation that at leost one-half of the PRO's level of effort Is for the purpose of 
quality assurance as of October I, 1986. 
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MEDICARE QUALITY ASSURANCE REFORM ACT Of: 1 985 
Edward R. Roybal 

Extension of Quality Assurance for All Medicare Covered Services 

Under existing law, the PROs do have the oothorlty to conduct quality assurance 
for all Medicor«j covered heolth care services including hospital services. However, 
DHHS is odminlstering the program in such o way as to limit PRO review to hospital 
core. ^ 

This bill requires the DHHS and its contract PROs to conduct quality assurance 
activities on all Medicare covered heolth core providers Including hospitols, physician 
offices, nursing homes, home heolth agencies, and hospices. The level of PRO effort 
expended on each type of provider is in proportion to the Medicare expenditures for this 
type of provider. Similorly, membership on PRO boards reflects the range of health care . 
providers reviewed by the PRO. DHHS Is required to make avollable to PROs such data 
as is necessary to corry out their expanded role. This requirement Is to be phased in as 
early as Is feasible and no later than April 1 , 1 988. 

Quollty Assurance *llot-tIne" 

Under existing low, the Medicore beneficiary hos virtuolly no place to turn when 
foced with health core quality problems such as cn early hospital discharge. 

This bill requires PROs to have a 24-hour hot-line for receiving questions and 
complaints from Medicore providers, beneficiaries and interested portles concerning 
health core quality problems. The CAB has occess to the Information received from the 
hat-line as long as it does not identify indlviduol beneficlorles or health core providers. 
PROs ore required to assist in the resolution of any legitimate quality reloted problems. 

DHHS, in coordination with eoch PRO, shall provide Midicore beneficiaries with 
the hot-line nurrter for their PRO in a way that con be easily attached to their Medicare 
cord. 

Looa! Consumer Advisofy Board 

Under existing low, consumer input into the quolity assurance system Is not 
encouraged. Some PRCs ore beginning to experiment with consumer participation 
through the PRO'S board or through consumer advisory boards. 

This bill requires each PRO to have a Consumer Advisory Board (CAB) by October 
I, 1986 which conducts ongoing oversight of the PROs, provides Input into the award and 
evoluotion of PRO contracts, and con receive input from Medicare beneficiaries ond 
other interested parties. The CAB and the PRO ore responsible for educoting Medicare 
beneficiaries on quolity assurance and on the availability of assistance from the PRO and 
other agencies. With the exception of the educational function, the CAB is not to be 
involved In the day-to-day operations of the PRO. The PRO makes available to the CAB 
such information os is necessary to carry out the CAB function. The CAB does not hove 
occess to the PRO's review information on either individual beneficiaries or individual 
heolth core providers. . 

The CAB is required to prepare on onnuol report on the PRO'S perfornwnce and 
submit that report to the respective GovernoKs), to the national Council on Quality 
Assuronce, and to DHHS. DHHS is required to utilize CAB input in its decisions to award 
PRO controcts. , \^ . ^ 

The CAB consists of 5-7 volunteer members appointed by the respective Governor 
of the state covered by the PRO and representing organizations of the elderly and 
disc^led. As PRO review expands to include other consumers, the number of CAB 
merrfjers may be Increased proportionately os long as Medicare beneficiaries continue to 
represent at least one-third of the merWiers. Limited staff support for the CAB is to be 
provided by the PRO as is necessary to carry out the CAB*s functiorts. 
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MEDICARE QUALITY ASSURANCE REFORM ACT OF 1985 
Edward R. Roybal . 



National Council on GkiaUty Assurance 

Under existing law, oversight Is conducted by DHHS, and, to a limited extent, the 
Congress. 

This bin requires the establishment of a notional Council on Ouality Assurance 
(CQA) by April I, 198^. The CourtciPs furtctlon Is to provide oversight on the operations 
of the quality assurance system and to moke recommendations to the DHHS Secretary 
ond the Congress for its Improvement. Its oversight function Includes the review of the 
odministratlon of quality ossurortce by DHHS, the overall performance of th« PROty 
reports of the Consumer Advisory Boards* quality ossuronce studies and methodologies 
developed by DHHS ond others, the data needs of the PROs and Input from Interested 
parties. DHHS Is required to provide such information as Is needed by CQA to carry oyt ' 
its responsibilities. Based upon these reviews, the Council Is to make. recommendot Ions 
onnuolly for Improving quality assurance to the DHHS Secretory and to the Congress* 
DHHS is required to take into occount CQA input in Its odministratlon of -the PRO 
program. 

The Director of the Congresslonol Office of Technology Assessment (QTA) will 
provide for the appointment of the nine member Council consisting of equal tlbrthm of 
health core providers, representatives of the elderly and disabled, and experts ?n quality 
ossuronce. As PRO review expands to Include other consumers, the nurriber of Cbunell 
members may be Increased proportionately as long as Medicare benefic lories continue to 
represent at least one-fifth of the menribers. Subject to the review by OTA, the Council 
may employ ond fix compensation for up to 10 persons as necessary to carry out these 
functions. 

Studies and Reports 

DHHS sho*' prerore on annu«i>Tepcf4*v/hich-ossesses the performonce of the quality 
ossuronce sy^-i«:m onu addresses the recommendations of the CQA ai^ the concerns and 
recommendations of the CABs. DHHS shall submit the annuol report to Congress by 
October I. 

DHHS shall analyze the Impact which the Prospective Payment System (PPS) .and 
limitotions on hospital Diagnostic Related Grouping (DRG) payments have hod on health 
core quality and submit o report to Congress by July I , I ?86. 

DHHS shall conduct studies on and develop Improved methodologies for quality 
ossessment and ossuronce for health care services Including hospital, physician, nursing 
home, home health services, and hospice services. DHHS shall sU>mIt on annual report to 
Congress by October 1 on the progress toward developing such methodologies. 

DHHS shall conduct o study of the feasibility of expanding the PRO^osed quality 
assurance system to all payers, all potlents, ond oil health care providers and submit a 
report on the feosibllity study to Congress by October 1987. 



As compared to current low and adjusted for Inflation, the funding level for the 
PRO program is increosed by 30 percent in 1986 (first year of Implementation), by 
percent In 1987, ond by 50 percent in 1988 and In subsequent years. The funding for the 
CQA ond the PROs program will be mode from tbe Medicare Trust Funds. The relative 
proportions funded from the Port A and Port B Trust Funds ore In proportion to the total 
health core benefit payments respectively of Port* A and Port B. 
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APPENDIX 2 




American Speech-Language-Hearing Association 



lOaOl RockvHIe Pike * RockvUe, Maryland 20862 • (301) 897-5700 (Voice or TTY) 



ft 



July 12, 1985 



Edward R* Rojbal, Chalnan 

Select Condttee on Aging 

United States House of Represents tlves 

712 House Annex One 

Wsshlngton, D.C. 20510 

Desr Congressun Rojbsl: 

The Aaerlcsn Speech-LanguAge-Hesrlng Assoclstlon welcoaes this opportunity 
to subalt s ststevent to scconpsny your hesrlngs on July 9, 1985, regarding the 
effects of health care cost containment. For the reaaona given below, we 
believe that health care coat contalnaent efforta by Medicare flacal Intemedl"- 
arlea and carrlera haa, In soae Inatancea, Inappropriately led to the elimina- 
tion of vitally neceaaary rehabilitation aervlcea. 

The American Speech-Language-Bearing Aaaoclatlon la comprlaed of over 
43,000 apeech- language pathologlata and audlologlsta. A large number of our 
membera provide aerrlces to Medicare beneficiaries in hoapltala, alcllled 
nuralng fadlltlea, home health agenclea, rehabilitation agenclea, and compre- 
henslYe outpatient rehabilitation facllltlea* Moat of these beneflclarlea are 
atroke vlctlma who have loat their ability to apeak or to uae language 
(aphasia) following a atroke or almllar cerebral vaacular accident* Other 
Medicare beneflclarlea receive apeech-language pathology servlcea following the 
removal of their voice box (laryngectomy) or becauae of problems with their 
voice, (e.g., vocal polypa). Coverage for apeech-language pathology waa 
establlahed In 1972 and waa amended In 1980. 

In recent months, our members have reported Incresslng Inefficiency by 
Intermedlsrles and carriers and arbitrary declalona regarding speech- language 
pathology aervlcea. In their effort to control coat, It appears that flacal 
Interned lar lea and carrlera are engaging In actlvltlea iHilch are unaupportable 
and which are dlacouraglng providers from participating In the Medicare 
program. 



Current Problems 

Speech-language pathologlata acroaa the country are reporting Increaaed * 
difficult lea with Medicare. Thla atatement rellea on frequent communication 
with our membera and alao on a aurvey conducted of dlrectora of apeech and 
hearing hoapltal departaenta and cllnlca at a recent meeting In Chicago, 
Illlnole- That meeting reinforced our perception that the Medicare program la 
becoming a mich more difficult program to work with than It has been In the W 
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p««t several years* ?or example » 43Z of the reapoadents to our aurvey at the 
conference reported that Medicare has presented more difficulties in psynent 
than it has previously* Th6fe specific problems included an increase in 
denials for service (34Z) and an increase in the use of restrictive guidelinea 



The rise in the use of guidelinea by ^^I^dicare intermediariea on s local 
level haa been increaaing dramatically* There 5i« national speech-language 
pathology guidelines developed by HCFA and published in 1980« Hhile these 
guidelines require that intermediaries who do wish to gstabliah local guide- 
lines should consult with AS HA or with the state speech and hearing asaocia'" 
tion, little consultation has actually occurred* The guidelines isaued by Blue 
Croas'-Blue Shield of Utah are one of the most srbitrary snd capriciouc guide- 
lines that has come to our sttention (sttached)* By setting exact amounta of 
treatment sessions that can be provided for different diagnoaea, it negates 
Congress* clear statutory requirement that the physician or speech-language 
pathologist establiah the plan of treatment providing for the frequency, 
intensity and duration of services (F*L* 96-499)* Furtheri^are, even though it 
is described as a "screen", our members believe, baaed on converaations with 
medical review personnel at the intermediary, that it will operate aa a cap* 
This 'guideline* was developed over the objection of the Utah Speech, Language 
and Hearing Association which pointed to the lack of any research or scientific 
basis for the limits established* 

Other guidelines or policies have been put into place which are arbitrary 
and oftentimea simply ridiculous* For example. Blue Croaa-Blue Shield of 
Indiana f in its administration of the Medicare program, will not pay for an 
evaluation of a patient referred because of a sua pec ted speech-language problem 
unless treatment services are provided to that patient* The ability to predict 
that a particular patient will need apeech-language pathology aervices before 
doing an evaluation ia kncwn only to the officiala of Indiana Blue Cross-Blue 
Shield not to the profess ionala who render the aervices* Blue Croaa-Blue 
Shield of Indiana alao will not disclose who ia acting as their consultant 
reviewing speech-language pathology claims for reaaons of "personal privacy*" 
Thla has meant no clear communication between BC/BS and the professional 
comiminity on crucial iaauea of who will receive aervicea* Sometimes claims are 
denied for lack of documentation which ia in fact present, such as a referral 
from a physician* Sometlmea claims denied by one intermediary are paid for by 
another when a contractual change shifts intermediaries* 

Blue Cross-Blue Shield of Oregon appeara to demand that actual Improvement 
in speech be documented in every visit even when auch a demand ia clearly un- 
reasonable for neurologically impaired patients* When our members raise quea- 
tions to the fiscal intermediariea and carriers about these guidelines, they 
are told that it will not be worrth their while to appeal since the proceaa ia 
run by the same people who established the guidelinea* Thia obviously reduces 
any feeling of legitimacy that the Medicare appeal proceaa under Fart B waa 
designed to provide*. 



(28Z). 




150 



When nembers do utilize the appeal process, further problems present 
themselves* First, when the carrier or Intermediary appoints the hearing 
officer, the appearance of a conflict of interest Is one that causes • lack of 
confidence* Attending one such hearing In Portland, Oregon, It was clear to me 
that the hearing officer was a retiree of Blue Cross-Blue Shield and was very 
well known to the Individuals on the staff who denied the claims* Bearing 
officers are reported to us as actively helping to find any Item In the 
documentation which would sup^rt the reasons for the denial as opposed to an 
even-hsnded analysis of both sides of the Issue* Our members who have gone 
throngh this process do not understand how a hearing officer who depends on the 
carrier for work cannot be biased toward the carrier, much more so for a person 
actively employed by the carrier* 

Second , more and more It appears Intermediaries are delaying responding to 
claims filed for four or five months* Letters appealing denials may go> 
unanswered for many more months* Some Intermediaries itsre now employing 
**mallback8 ** which Is simply mailing back the claim without formally denying 
It* This Is occurring with Blue Cross of California and Blue Crosa-Blue Shield 
of Indiana* 

Third, some Intermediaries are giving out wrong Information regarding 
Ifedlcare policies* For example, members have been told that they cannct 
represent the beneficiary In a Part B appeal vhen the HCFA policy on this 
subject Is only to Psrt A appeals* Other members have been misinformed that 
they cannot appeal denied claims which were paid under the waiver of liability 
when the federal regulations do provide that they can* 



Effects on Services to Beneficiaries 

The Increased use of arbitrary guidelines. Inconsistent and arbitrary 
denials, excessive paperwoik and misinformation exacerbate professionals* Many 
of these are frustrated by these problems* A small number of denials which 
take a long, tlme-'consumlng process to resolve seriously hurts a professional's 
financial ability to continue In the Medicare program* For services provided 
throngh a skilled nursing facility or a home health agency, the effects are the 
same* Even a few claims paid under the waiver of liability create a response 
In the mind of the administrator that services should be dropped which threaten 
the provider's waiver of liability status* This sequence has In fact resulted 
In loss of contracts* loss of jobs and, therefore, loss of services to 
beneficiaries* 

The Prospective Payment System also presents speclsl problems In the 
provision of services to Medicare beneficiaries* In a recent edition of Health 
Span (Vol* 2, No* 5, Kay 1985, attached), Rlchsrd Kusserow, the Inspector 
General of the Department of Health and Human Services, Is quoted as Indicating 
that a certain nursing home In Texas, paid prospectively, failed to deliver 
services It promised and pstlents died as a result* He goes on to state that 
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this case involved no fraud «galnit the govenment or false claims* Similar 
situations ifere brought to our attention after the introduction of the 
Prospective Payment System for hospitals* Although there may be only one or 
two incidents of this type, it is important for the Comnittee to realize that 
the Prospective Payment System does allow for a facility to reduce services on 
which its rates are based to the detriment of the Medicare beneficiary. The 
beneficiary may then have no opportunity Whatsoever to know that the services 
to which he or she is entitled are not being provided nor can the beneficiary 
appeal the denial of such services. In addition, under the Medicare 
Prospe'-tive Payment System for hospital inpatients, Medicare beneficiaries may 
not even be able to pay privately for the services that they wish to receive 
while in the hospital when the services are promised under Medicare but not 
delivered* When decisions are made under Part A, the beneficiary loses their 
freedom to choose who shall represent them since HCFA unilaterally decided that 
providers cannot represent benef^^ciaries in Part A cases* 



Recommendations 

There is no right without a remedy, but for many Medicare beneficiaries, 
the right to services for which they have paid under Medicare has no effective 
remedy* The system as presently designed, especially under Part B, is almost 
totally biased in favor of the fiscal intermediaries and carriers* It appears 
that the pressure to control cost has become so powerful that intermediaries 
and carriers are resorting to any arbitrary policy in an effort to reduce cost 
to the program* The health benefits promised to Medicare beneficiaries are 
simply too important to be left to the whims of intermediaries under such 
fiscal pressure* Increasingly, speech-language pathologists avoid the 
extensive and often repetitive paperwork and confusion which accompany 
provision of services to Medicare beneficiaries* Our members have the ability 
to look to many settings for satisfying profess ion&l practice* When difficulty 
with Medicare become so great, they will do that* Unfortunately, the true 
victim is the Medicare beneficiary who has paid both taxes and a supplemental 
premiuB believing that Medicare will deliver on its commitment to provide 
speech-language pathology services when the beneficiary needs them* When that 
individual suffers a stroke or other incapacitating acsident, the services are 
likely not to be there for him or her due to the tactics of some fiscal 
intermediaries and carriers* 

In the past, the lack of judicial review for Medicare decisions under Part 
B has been explained on the grounds that such would overburden the courts and 
would involve small amounts of money* This is a simplistic view of the prob^ 
lem* It is not the lanounts of money involved that are significant; as a matter 
of fact, sometimes the amounts of money involved are quite substantial* The 
problem is that there are individuals whose medical condition requires the 
receipt of services for they have paid taxes or premiums and that those 
individuals have no recourse when those services are denied except to the 
entity which denied the services the first time* 
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We urge that the House Select Conmlttee on Aging nove quickly to encourage 
congressional enactment of refoms which will provide for a meaningful proceaa 
by Which carrier and Intermediary decisions under Part A and B can be quickly 
resolved In an atmoaphere free of the appearance or reality of bias* In this 
proceaa, providers need to be able to represent the clalma of beneficiaries 
when so appointed* Providers In theae caaea are truly the Insurers of the 
services to the Medicare beneficiary and they should have a right to appeal an 
adverse decision, especially when the beneficiary doea not have any health or 
financial Interest In pursuing the appeal* The federal courts must be opened 
to appeals from Intemedlarlea under Part B* So*-called 'technical denlala' 
which Interpret terms such as 'akllled level of care' or 'homebound' need an 
avenue for resolution* We believe that the leglalatlon Introduced by 
Representative Ron Wyden, HR 2864, the Fair Medicare Appeala Act of 1985, goes 
far In rectifying these problems and should be enacted quickly* 

The American Speech-Language-Hearing Asaoclatlon appreciates this 
opportunity to be heard on this Important laatter and urgea that the Committee 
act quickly to rectify what la an Increasingly arbitrary and capricious ayatem* 



Sincerely, 
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SPEECH THERAPY SCREENING CRITERIA 



Section VII 
92507.3 



DiaKnoBi« 
Aphasia* Child 

Amyotrophic Lateral Sclerosis (ALS) 

Articulation » functional 

Aural Rehabilitation 
Children 
" Unilateral 

- Bilateral 

Adults 

- Unilateral 

- Bilateral 

Less than 60 decibels (db) 
More than 60 decibels (db) 

Brain Tu«or» postoperative 

Carcinoma 

- Larynx » postlaryngectony 

- Phorynx 

- Tongue 

Cerebral Vascular Accident (CVA) » acute 
Cerebral Vascular Hemorrhage » acute 
Cerebral Thrombosis* acute 
Cleft Lip 
Cleft Palate 

Cerebral Palsy 

- Child 

- Adult 

Developmental Speech and Language disorders 
Head Injury 

Huntington's Chorea (Medicare only) 

Laryngeal 

- Fracture 



Intensity 
3 X week 
3 X week 
3 X week 



3 X week 
3 X week 



3 X week 

3 X week 
3 X week 
3 X week 

3 X week 

3 X week 

3 X week 

3 X week 

3 X week 

3 X week 
3 X week 
3 X week 

3 X week 



Trea tments 
Allowed 

30 

12 

30 



20 
30 



Refer MR 

10 

AO 



40 
40 
40 

40 

40 

40 

Refer MR 

30 

40 
6 

30 

40 

12 

20 
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- Paralysis 
Hacrognathlsm 

Mental Retardation (aphasia or dysarthria 
Medicare only) 



Mlcrognathlsm 
Multiple Sclerosis 

Paralysis Agltans 

(Parkinsonism) 

Stuttering^ Stammering 

Vocal Cord Pathology 

- Polyps 

- Paralysis 



3 X week 30 



Initial visit for eval- 
uation to determine level 
of functioning prior to 
Implementation of a 
restoration speech 
therapy program. 

3 X week 18 
3 X week 6 

3 X week 30 

3 X week 12 
3 X week 30 
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pmgCorlnQ Council Serving the 



HomemokefHomeHeolth Aide Held. . . 



OFFKEM 



295 M(Av*nu» South • N«wYoft(, N.Y. 10003 • (2l2)«74^f90 




m Ptttt G. MMh 

Jo^ A. Olum 

J«onn» L fonel 



AnofipraAf 

stondord^MTlnQ 
ocQonizoiton 



July 11, 1985 



Honorable Edward Roybal 

Chalrnan, Select Comnlttee on Aging 

U.S. House of Representatives 

712 House Office Building, Annex I 

Washington, DC 20515 

Dear Chalrasn Roybal: 

The National HomeCarlng Council appreciates your 
recent efforts to take the Department of Health and 
Hunan Services to task In their most recent effort to 
put a further squeeze on Medicare beneficiaries and Home 
Care agencies. 

The recent Increase In denial rates by Medicare for 
Hone Care serTlces Is unthinkable, especially when the 
prospective payment system Imposed gives Incentive to 
hospitals to discharge patients earlier and sicker than 
before. More people are In need of Home Care for this 
reason alone, and some of these patients need an 
advanced degree of care. 

We apprec late your efforts and encou rage your 
further support. 

Please make this letter part of your July 9, 1985, 
hearing record. 



Sincerely, 
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Department of Human Resources 
SENIOR SERVICES DIVISION 

313 PUBLIC SERVICE BtJILOING. SALEM. OREGON 97310 
July 8. 1985 



The Honorable Edward R. Roybal, Chalnun 
House Select CoMlttee on Aging 
House Office Building Annex #1 
Room 712 

Washington. D.C. 20515 
Dear Representative Roybal : 

I a« transaltting for your comlttee's attention the results of a 
survey which agency recently conducted of all State Medicaid 
Directors and all state Agency on Aging Directors. The surv^ 
pertains to Ho«e and CoMunlty Based Care Waivers provided under 
the Medicaid Prograa. 

The Intent of these waivers was to utilize Medicaid funding for 
the provision of hone and cowunlty based services to Individuals 
(priMrlly the elderly) wfwse I^MHrvent levels were, such that 
they would nonwlly qualify for care In a nursing hoae. For 
years, state administrators of programs for the elderly, as well 
as Medicaid Ad»1n1strator$. had conplalned ttwt the Medicaid 
progriB provided few. If ar\y, incentives to the states to provide 
care for Individuals In a hoae-llke ataosphere while providing 
alMst unlimited Incentives to send thea to nursing hoaes where 
costs had been rising at rates well above thf Consuatr Price 
Index for several years. These Incentives existed In spite of 
the fact that considerable data existed Indicating that aost 
persons being sent to nursing hoaes suffered froa functional, not 
■edical disorders and could be cared for In a nonaedlcal 
envlronaent at a lower cost. 

The legislation sponsored by Congressaan Waxaan. which provided 
the states the authority to offer these services (Section 2176 of 
the Oanlbus Reconci Illation Act of 1981). was hailed by the 
states and by organizations representing the elderly and disabled 
as a aajor breakthrough. In authorizing the legislation. 
Congress was not atteapting to find a wi^ to save aoney at the 
expense of tHe^elderly; however. It did not want aore aoney 
expended In the aggregate through the Medicaid Prograa than would 
have been spent had waivers not been granted. 
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Oregon wis the first state to seek a waiver under this Act and by 
nearly any Indicator one would care to use, Its first three-year 
waiver was a success. For Instance, we reduced the number of 
Individual Medicaid funded nursing home recipients from 13,188 to 
12,387. Had the growth patterns which preceded the waiver period 
continued, we would have served 15,243 Individuals In nursing 
homes. He accomplished this by diverting from nursing how^/ care 
approximately 4,200 Individuals and by relocating approximately 
3,110 Individuals from nursing facility placements to coMMinlty 
settings. Even though It was not the Int^t of the waivers to 
save state and federal money, we were able to accomplish 
subsuntlal savings (about $7.5 million) in federal dollars (and 
12 million total dollars) during those three years. 

We were, therefore, very surprised when, as we sought to renew 
our waiver In mid-1984, that the Health Care Ffn^tnclng 
Administration and the office of Management and Budget appeared 
to be placing roadblocks In the way of those states. Including 
ours, which were seeking to renew their waivers. 

Our agency spent the next seven months working almost night and 
day obuining a renewal of Its original waiver. I will not go 
Into deUII In this letter about the efforts which were expended 
to finally obUIn approval of its waiver. Instead, I have 
atuched testimony which I submitted to Congressman Waxman's 
subcommittee on Health and the Environment on that subject. It 
also deals with regulations which HCFA promulgated In final foni 
on March 13, 1985. Those regulations have Uken awi^ many of the 
Incentives Congress had given the sUtes to provide home and 
conmiunlty based care through Title XIX. 

As I mentioned, i^y main purpose In writing Is to convey the 
results of our survey which was conducted this spring. As you 
can see, the people who are administering home and coMMinlty 
based care waivers are almost toUlly dissatisfied with the 
present situation with respect to the waivers. Ninety three 
percent of them said "no" when asked "are you satisfied with the 
present situation?" However, the main point of Interest for me 
In this survey Is what cohorts see as a long-term solution to 
this present situation. Host of them, especially sUte Medicaid 
Directors, would like to see the waivers (which must now be 
renewed every three years) removed from a waiver sutus and made 
an opitonal service under Medicaid. 

Looking down the road even further, a significant nmber would 
like to see Congress address the subject of long-term care 
through a separate piece of legislation which would remove home 
and coflmunlty services from Medicaid law entirely and fund them 
through a new Title to the Social Security Act. No new funding 
should be required to do this for services to the presently 
eligible Medicaid population. 
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Funding could be shifted from Hedlcild to i new Title to 
iccoapllsh this end. I would hope that your comlttee night uke 
a close look at this alternative as direction for the future. 

Sincerely, ^ 



Richard C. Ladd 
Administrator 

RCl:akh 
86861 

End osures 
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SURVEY ON 
HOME AND COHHUNITY-BASED WAIVERS 



The SUte of Oregon sent i questionnaire surve;/ to eich State Medicaid 
Director and to each state Aging Director regarding Home and CoMMjnlty-Based 
Waivers. The prellnlnary results are as follows: 

A. General 

99 surveys were sent 

45 responses were received (45. 5X) 

34 states responded (68%) 

27 Medicaid Directors responded 

20 Aging Directors responded 

12 states had both Medicaid and Aging Directors respond (two states had 
both Medicaid and Aging responses Incorporated Into one response 



1. To the question "Are you satisfied with present situation?". 

2 sutes said yes (6.2%) 
32 states said no (94.1X) 

2. States were asked to rank four different options to the present 
situation. 

Option (a) . Rewrite of present waiver legislation (Section 1915(c) of 
the Social Security Act). 

6 respondents ranked this first. 

12 respondents ranked this second. 

9 res(>ondents ranked this third. 

14 respondents ranked this fourth. 

4 respondents did not rank this option. 

Average rank wis 2.76. 

Option (b) . Add Home and Community-Based Waivers as an optional 
service under Title XIX: 

23 respondents ranked this first. 
10 respondents ranked this second. 
6 respondents ranked this third. 

3 respondents ranked this fourth. 

3 respondents did not rank this option. 

Average rank was 1.74. 



Jointly). 



B. Specific 
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Option (c). Block Grant ill long-tem cire funding to the sutes: 

7 respondents ranked this first. 
10 respondents ranked this second. 
10 respondents ranked this third. 



3 respondents did not rank this option. 
Average rank was 2.79. 

Option (d). Create a new title to the Social Security Act which would 
include all long- tent care funding. 

9 respondents ranked this first. 
11 respondents ranked this second. 
13 respondents ranked this third. 
10 respondents ranked this fourth. 

2 respondents did not rank this option. 

Average rank was 2.56. 

A few states ranked aore than one option the sa»e. Almost half of 
those responding^ however » choose option (b) (add Hone and 
CoMNjnity-Based Waivers as an optional service under Title XIX) as 
their first choice. The other three choices seen about even» with 
option (d) (creating a new title to the Social Security Act) slightly 
■ore popular than the other two. 

Hany respondents added coanents that Indicated they liked option (c) 
or (d)» but were very fearful that these options would lead to reduced 
funding fron the federal govenwent (as has been the case with the 
Social Services Block Grants). 

A few sutes indicated that option (b) was a good short- tena solution* 
but that option (d) should be the long-tena choice. 

3. States were also asked If there was another option to the present 
waiver situation that would be attractive to then* and how they would 
rank that option. 

16 respondents listed other options. 
13 respondents ranked this other option first. 
2 respondents ranked this other option second. 

1 respondent ranked this other option third. 

More specifically: 

2 states indicated satisfaction with the present situation. 

2 states indicated that noving waivers to optional services under 
Title XIX was desirable* but that the scope of optional services 
should be reduced. 



15 respondents ranked this fc^urth. 
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3 stites Indicated that long-tem care should be Incorporated Into 
either Title XX (Social Services Block Grant) or the older 
Americans Act, and transferred to the Office of Hunan Development 
Sevlces (OHDS). 

3 states supported a two-stage approach with either a block grant or 
4 optional service status first, with a new title for long-term care 

later. 

1 state suggested moving long-term care to Medicare. 

^ 1 state suggested restricting OMB activities In long-term care. 

1 state supported a new title but with assurances of a wide range of 
services allowable. 

1 state suggested we communicate to HCFA our displeasure with the 
March I3th regulations. 

1 st«te supported any action which allowed more flexibility. 

1 state Indicated that after a three-year waiver period, long-term 
care became a part of the State Title XIX plan (If proven cost 
effective). 

4. Finally, states were asked If they would be willing to provide 
testimony If hearings were held on Home and Comunlty-Based Waivers. 
Thirty-one {68.9X) respondents Indicated they would be willing to do 
so. 
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ATTACHMENT #2 



STATEMENT FOR THE RECORD ON HOME AND COMMUNITY BASED WAIVERS 

by 

Richard Udd, Adnlnlstrator 
STATE OF OREGON 
SENIOR SERVICES DIVISION 

for 

HOUSE SUBCOMMIHEE ON HEALTH AND THE ENVIRONMENT 
The Honorable Henry Waxaan. Chairman 
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Mr. Chairman: 

I am submitting this testimony subsequent t& a verbal presentation which I 
made to the coanlttee on June 25» 1985. This testimony goes Into more deUll 
and It deals with Items which are more of a technical nature than those which 
I provided verbally. It also deals more specifically with the two problem 
areas around which you had solicited testimony on June 25. Those areas» as I 
understand i%9 are: 

1. The problems the states have had In working with the Health Care 
Financing Administration In Implementing the waivers; and 

2. Concerns we have with the Health Care Financing Administration's 
March 13» 1985 regulations. 

My testimony deals with these two subjects In the order mentioned above. In 
addition to that» I will present some specific proposals regarding the action 
I feel Congress should take In the long and short run to deal with the 
long-term care of this country's aged and disabled population which Is at risk 
of Institutionalization. 

I. Problems In Implementing the Waiver 

Perhaps* Mr. Chairman, I can best Illustrate the problems Oregon has had 
Implementing Its waivers by reviewing the sequence of events which has 
occurred over the past year as our state attempted to renew Its first 
home and comnunl ty based care wal ver . Oregon was the f 1 rst state 
granted a waiver under Section 1915(c) of the act. Ue submitted our 
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first •ppllcatlon for a cowprehenslve waiver shortly after Section 2176 
of the OMnlbus Reconcllllatlon Bill was passed* That application was 
quickly approved by the Health Care Financing /Ufeilnlstratlon. Our 
waiver served aged» blind and disabled as well as pentally reUrded and 
■entally ill Individuals. Prior to obtaining approval for the waiver, 
Oregon had conducted several years of research In cooperation with the 
Health Care Financing AdMlnlstratlon and the Adilnlstratlon on Aging on 
the subject of long-tena care and ho*? to obUIn a balance between 
nursing hoMS and coMnlty based services that would best «eet the 
needs of the elderly and the disabled. 

The waiver had been very successful In nearly all respects as far as we 
could determine. During these first three years of our Initial wa1ver» 
we reduced the number of Individual Medicaid funded nursing home 
recipients fro« 13,188 to 12,387. Had the growth patterns which 
preceded the waiver period continued, we would have served 15,243 
Individuals In nursing ho«es. Ue accOMpllshed this by diverting fron 
nursing hoae care approximately 4,200 Individuals and by relocating 
approximately 3,110 Individuals from nursing facility placements to 
coMunlty settings. Although It was not the Intent of the waivers to 
save state and federal money, we were able to accomplish substantial 
savings (ibout $7.5 million) In federal dollars (and 12 million total 
dollars) during those three years. 

We were, therefore, somewhat surprised, when In the Spring of 1984. 
HCFA's Regl'jn X office encouraged us to submit our application for 
renewal of our waiver as early as possible. Ue were told that many 
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questions were being raised about the effectiveness of the waivers 
nationally by HCFA's Central Office, and by the Office of Management ind 
y Budget. Talcing heed of this advice, we developed an application for 

renewal of our waiver and submitted It to the Health Care Financing 
A<tai1n1strat1on on June 1, 1984, nearly seven months before our first 
waiver was due to expire. Our renewal application made only minor 
changes In some of the services which were described In the Inltlrl 
approved waiver. Therefore, we expected a pro-forma approval of our 
renewal request as, we belelve. Is contemplated In the law. 

We had also heard a rumor that the Health Care Financing Administration 
was developing a draft set of regulations perUlnIng to waivers which 
would make application perceivers for waivers much more difficult. On 
June 4. 1984, Senator Paclcwood*s office wrote Carolyne Davis, 
Administrator of Health Care Financing Administration, asking for a copy 
of any such draft regulations. Those draft regulations were, as far as 
we know, never supplied to him ^ilthough we now know that they were In 
the process of being developed. 

Toward the end of July of 1984, we began to hei » some rather disquieting 
rumors from the state of Georgia about problems that state was facing In 
obUlnIng a renewal of Its Initial waiver. Although the state of 
Georgia had submitted Its original Hone and Comunlty Based Care Waiver 
request subsequent to the time Oregon had done so, the Georgia request 
had been approved retroactively. Therefore, Georgia was about two 

It 

months ahead of Oregon In going through the process required to obtain a 
renewal of Its waiver. We heard, for Instance, that the state of 
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Georgia had been asked to supply dau regarding tlie cost-effectiveness 
of Its waivers, which took Into consideration such non-Nedlcald programs 
as Food StaMps and Supplemental Security Incone. Georgia had been 
supplied an Interrogatory several pages long by the Health Care 
Financing Administration requesting mountains of documentation. The 
Health Care Financing Administration * we found* took the position that 
even though Georgia had requested a renewal of an existing waiver, HCFA 
was going to consider It a new waiver because of some changes In the 
population served and the services being offered by that state. 

Because of the concerns we knew which were being raised about Georgia's 
renewal package, our staff put together a presentation package for the 
Health Care Financing Administration dealing with questions we felt HCFA 
might raise regarding our own pending renewal application. Our dau 
quite clearly showed HCFA that Oregon's waiver had been cost-effective 
even after taking Into account expenditures for the food stamp program 
and SSI programs. On August 17, 1984, I personally traveled to 
Baltimore along with my deputy, Jim Ullson, and Jan Curry, the Deputy 
Administrator of our Mental Health Division. Our purpose was to meet 
with HCFA officials In order to present our data to them and other 
officials of the Department of Health and Human Services. Ue met with 
Dr. Henry Dismarls and with Robert Uren of HCFA. Although we were 
courteously received by them, when we asked them what kinds of questions 
HCFA would be raising with respect to Oregon's waiver, we were met by 
silence. However, on the di^ we returned from Baltimore (August 20, 
1984), we found a ten-page list of questions signed by an official of 
the HCFA Regional Office In Seattle. Those questions asked for large 
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niMbers of deUlls regarding our existing wilver, as well as nuwrous 
assurances regarding our planned 85-87 waiver. Their letter Infonwd us 
that our waiver would be treated by HCFA as a new waiver, not renewal of 
an existing waiver, because of the ■Inorr changes In services we had 
requested In the renewal package. 

The significance of treating a waiver as a new waiver Instead of a 
renewal of a waiver Is very liiportant, Mr. Chairman. If a waiver is 
treated as a renewal of an existing waiver, the Secretary has 90 days to 
consider the renewal and either accept or reject It. Howevera- If the 
waiver can be treated as a new waiver, the SecreUry Is allowed to ask 
whatever questions he or she wishes, within an Initial 90-day period. 
The state then has to supply answers satisfactory to the Secretary 
regarding whatever questions the Secretary might raise. The Secretary, 
after receiving answers^ to those questions, has an addftlonal 90 days to 
make a decision. For Oregon, this meant that HCFA was able to subject 
our staff to an additional 90 days of questioning and requests for 
documentation than we had expected. To find the answers- to those 
questions and the requested documentation required hundreds of man 
hours. Most other business in our office came to a standstill for 
several months while nearly all of our available staff worked, sometimes 
until 2:00 or 3:00 o'clock in the morning, dealing with various requests 
from HCFA officials, many of which came over the telephone, each time 
with the Implication that if the information were not supplied, our 
waiver would not be renewed. 
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On August 29, 1984, I. along with my deputy, and Leo Hegstrow, tlie 
Director of Oregon's Oep«r«Mnt of Humin Resources, aet In Salen, 
Oregon, with David Klelnburg of the Office of HinageMent and Budget. He 
was In Oregon at the tine on other business. Mr. Klelnburg only Mnaged 
to confini our worst fears about the Office of Nanagenent and Budget's 
stance regarding Ho«e and CowMjnlty Based Waivers. He told us, aaong 
other things, that the Office of Nanagewent and Budget did not want to 
see waivers renewed which served populations In the coMwnlty larger 
than the population the states had been serving prior to the tine that 
Section 2176 was passed. He left It quite clear that he and Mr. 
Stocknan were not happy with the nost states' perfonunce on Ho«e and 
CoMMjnlty Based Care Waivers. 

On Septeiri>er 18, 1984. we placed In the Mall our answers to HCFA's ten 
pages of Interrogatory. We also agreed to separate that portion of our 
waiver dealing with the aenully retarded population out froM the 
portion dealing with the rest of the populations (the elderly and 
disabled). By doing so, we felt that we would enhance chances of 
approval of the waiver dealing with the elderly and disabled. 

On October 5, 1984, after having taken another trip at the end of 
Septa^er to Washington, D.C., to «eet with congressional staffers, we 
were Infonwd by Senator Packwood's office that Oregon would be granted 
a 45-day extension to Its Initial waiver. This was actually a «1xed 
blessing, because It gave the Health Care Financing Adalnlstratlon an 
additional 45 d^ys to request aore documentation and use up «ore staff 
tiae. It also aeant that the several thousand Individuals In Oregon 
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receiving walvered services would have to wilt 45 d^ys sore to know for 
certain If federal funding would be available to continue services to 
XhtM. On October 10-12, I attended a conference In Santa Fe, 
New Mexico, of state agency personnel dealing witb waivers froM around 
the United States. At that tine, I finally obtained a copy of the draft 
regulations pertaining to the waivers which the Health Care Financing 
Adtailnl strati on had been working on for several nonths. Those draft 
regulations differed very little fron tl,.- ones that ended up being 
published on Hirch 13, 1985. After reviewing those regulations. It 
becaiw clear that Oregon was being requested to supply docunentatlon 
which would later be required In the final Hirch 13, 1985 regulations. 
In other words, Oregon was being required to comply with regulations 
which had not yet been published. 

On October 17, 1984, I, Mr. Wilson and Mr. Leo Hegstron, the Director of 
Oregon's Departaent of Hunan Resources, went to Washington, DC, and net 
personally with Carolyne Oavls. the Administrator of the Health Care 
Financing Administration, and sone of her staff. Our purpose was to 
detemlne what further steps needed to be taken by Oregon to obtain 
approval of Its "new" waiver. At this tine, we were presented with a 
new list of conditions that Oregon would have to neet, one of which was 
to place a Unit on the nunber of Individuals who would be served along 
with additional request for docunentatlon. Also, we were asked to 
totally rewrite our waiver application In spite of the fact that we had 
sent several pounds of docunentatlon supporting each of the sections In 
our June 1 waiver application document. Because we had so nuch tine 
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Invested In the waiver and because It Is so essential to achieving a 
balance In our long- tern care systew, we acquiesced. 

On October 29, 1984, Mr. Hegstro«, Mr. Wilson, and I net with 
Joseph Anderson, the Region X director of the Health Care Financing 
Administration In Portland. At that time, we were again told flatly 
that the state of Oregon would be expected to adhere to a Halt on the 
niMber of persons served through the 85<-87 waiver. 

On Noveirt>er 14, 1984, wy deputy^ Mr. Wilson and other Senior Services 
Division staff traveled to Seattle, Washington and reached what they 
thought was an agreement with Region X HCFA sUff on the numbers of 
Individuals HCFA would allow to be served under the waiver as well as 
the growth rates In the conwnlty and nursing home populations which 
would be allowable. From that date, until the waiver was due to expire 
on December 21, 1984, our staff were In almost continuous contact with 
the Region by telephone, making several revisions to the wording on 
various pages of the waiver document. For Instance, on December 19, 
1984, we received a call from the Region X HCFA office and were Informed 
that HCFA wanted additional assurances. In writing, that no financial 
participation would be claimed by the state on comnlty based services 
for situations where a spouse was the provider of the service. He were 
also asked to withdraw the answers to any questions which we had 
provided In response to the Region's ten-page letter of August 20, 1984 
and Instead, to Incorporate those answers In our waiver document. This 
meant we once again had to rework most of the waiver document. By this 
time, some pages In the waiver had been rewritten three to four times. 
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Then* during the first week of January* HCFA requested that I again 
travel to BaltlMre and reach another "final" agreement on the numbers 
of perrons Mho would be served In the 85-87 waiver. At that time, 
V Nr. Robert Wren literally dictated the numbers which would be acceptable 

to HCFA on a napkin over lunch at a Baltimore restaurant. Those numbers 
were lower than the ones which had been agreed upon with the Region In 
November. 

Finally* after one additional phone call from the Region relaying some 
questions which we were told came from the Office of Management and 
Budget (those questions demonstrated a coinplete lack of understanding of 
the waiver and we refused to answer them and complained to 
Senator Packwood's office) we received a letter on February 6* granting 
us a waiver retroactively from December 22* 1984 to December 21, 1987. 

At this point* you are probably asking yourself why the state made so 
many concessions. The main reason for this Is that* at least In the 
state of Oregon* the waiver Is no longer In the experimental stage. Our 
waiver was In operation statewide serving over 5*000 Individuals. If 
funding for the waiver had been lost* our nursing homes would have 
Immediately filled and there would have been considerable demand to 
build more nursing home beds. He simply could not afford to have that 
sort of situation occur either fiscally or In terms of the human 
suffering. Being over that kind of barrel* we found ourselves making 
concessions Inch-by-inch as each new demand was made. 
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The period of June 1, 1984 through January 31 , 1985 ms one of alwost 
continuous harassment by the Health Care Financing Administration and 
the Office of Ninagement and Budget. The waiver document which was 
finally approved was considerably different from the one we had 
submitted. 

Concerns With March 13. 1985 Regulations 

It 1$ Oregon's position that complying with HCFA's regulations of 
March 13, 1985 will put the states back In a position where It Is 
fiscally more attractive to place Individuals In nursing homes than to 
place them In community based care. The regulations demonstrate a 
fundamenUl laclc of understanding of how long-term care systems operate 
In a state. 

The first major problem In the regulations Is that they Isolate and 
limit the population which will be served under the waivers and Ignore 
their relationship to Medicaid eligible Individuals In nursing homes who 
are being served at costs of two to three times the cost of like 
Individuals In community settings. The wording In the new regulations 
found In 42 CFR 441.302 says, "The agency's actual total expenditures 
for home and community based services under the waiver and Its claim for 
FFP In expenditures for the services will not exceed the approved 
estimates for those services as expressed as the product of C X D In the 
supporting documentation required....** That regulation refers to a 
formula In which C equals the estimated nunber of Individuals who would 
require home and community based services under the waiver and D equals 
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the estlMted annual Medicaid expenditures per Individual, The 
regulations go on to say If the product of C X D Is exceeded, the Health 
Care Financing Administrator can tenalnate the waiver. This, we 
presuae, could occur even If the state's expenditures were lower than 
what th^ would have been had the Individuals served under the waiver 
been served In nursing ho«es. 

The regulations nake It clear that states cannot exceed their 
estimates. This puts the states In the position of trying to guess, 
three years In advance, how Mny people will actually be served under 
the waivers and then rigidly adhering to whatever estimates It has Mde 
whether adherence to those estimates nuke sense or not. 

When Congress passed Section 1915(c) of the Social Security Act, we 
believe Its concern was that aggregate expenditures under the waiver did 
not exceed those which would have occurred In the absence of the 
waiver. In our extensive conversations with congressional staff who 
developed Section 1915(c), we found no evidence that the Intent of the 
waivers was sliply to save aoney. The Intent was that the waiver would 
not cause aggregate expenditures under the state's nedlcal prograa to 
grow any aore than they would have, had the waivers not been In place. 

Another basic problea with the March 13 regulations, one which 
deaonstrates HCFA's lack of understanding of how a long-tera care systea 
operates, is found In the docuaentatlon requlreaents of 42 CFR 
441.303(f). That regulations says, "States aust. . .show the nuaber of 
beds In Medicaid SNF's and ICF's. . .and evidence of the need for 
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iddltlonil bed cipiclty In the absence of the Mlver. SUtes which 
propose a waiver population which would exceed the capacity of presently 
certified beds aust produce viable certificates of need and other 
docuMentatlon that beds would actually be built and certified absent the 
waiver." 

This regulation Is a virtual Catch-22 because It Halts the waiver 
population to the nunber of available certified beds In nursing ho«es. 
EstlMtes exceeding certified bed capacity will be found "unreasohable" 
by HCFA. Ue have founds In our several years of operating a long-'teni 
care system, that we wjst serve 2.6 Individuals In the coMHin^(y In 
order to reduce the nursing facility beds paid for by Medicaid by one. 
This Is slaply a function of how the long-tera care systea operates. Ue 
cannot prevent qualified persons fron being served In nursing facilities 
and since an empty nursing hoae bed creates a strong attraction for 
additional private and public clients, we aust divert or relocate 
approximately five Individuals to serve two fewer Individuals with like 
iMpalraent levels In a nursing hone bed. This expansion can be 
acconpllshed using fewer federal dollars than would have been expended 
on nursing hone beds for those Individuals whose iapalraent levels would 
allow thea to be placed In nursing hoaes because the cost of the 
cotmunlty bed Is about one-third the cost of the nursing hoae bed. 

The regulations' requlreaents for estlaating how aany Individuals the 
state will be able to serve In a conunlty setting also aake little 
sense. The preamble to the regulations say, "In developing the 
estimates of utilization. ..the state aust continue to use actual data on 
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nursing hone cost and utilization based on cost anc! ut^«11zat1on of 
coMKinlty based services for the Most recent year fcefore the waiver 
takes place." Again* the regulations assu»* or/e-to-ore ratio of 
persons In the coMunlty to persons In nursing ho»e teds. They seen to 
be premised on the theory that a nursing ho«e bed wjst be kept available 
for each person on waivers In the co««un1ty. 

Any state which has been successful In controlling the utilization of 
long-tern care Institutionalization will suffer because of these 
regulations. In Oregon, between October 1980 and October 1983. nursing 
hme beds Increased by 2.1X (fro* 14,938 to 15,256), This expansion did 
not keep up with the population Increase during the sane period of tine 
for the population at risk (age 75 and above), which over the sane 
period of tine was 10. 7X. Oregon nursing hone beds per thousand 
Individuals age 75 and over dropped fron 124 In October 1980 to 114 In 
October 1983, ref^.ectlng a reduction In occupancy rates fron 92X to 
90%. Oregon has achieved success In controlling the utilization of 
nursing facilities, but has done so by expanding coMjnlty resources. 
We do not have nursing facility beds available for all people who are In 
connunlty settings. To have then available would be expensive and 
unneeded. HCFA^s nethods of assessing our waivers seen to transnit a 
Message to the states that If they want to expand the nunber of persons 
In comjnity based waivers, they should go out and see that nore nursing 
hone beds are built. They thus penalize the states which have 
effectively reduced nursing hone populations. 
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Another significant problem with the Mlver regulations Is that ti^e 
waivers may be terminated If the states* total expenditures for any one 
of the three years of the waiver exceed the estimates which the state 
made for each of the three yf!:f's of the waiver. This puts some states 
In a peculiar situation. It Is possible, especially when one considers 
the regulations' requirement that states separate out waivers dealing 
with the aged, blind, and disabled from those dealing with the mentally 
retarded, that a state might have to spend more during one year of the 
waiver to develop conminlty resources than It would have cost to keep 
the population Institutionalized, yet could achieve significant savings 
In subsequent years of the waiver. In spite of that, a state must keep 
Its expenditures below Its estimates In each of the three years of the 
waiver or face termination of the waiver. 

A matter of great concern to our Mental Health Division, which Just 
recently received approval of a very scaled down waiver for the mentally 
retarded. Is that states are required to provide assurances that 
payments will not be made for educational or vocational services, 
although HCFA has developed no definitions of such services. That. In 
and of Itself. Is a problem, but HCFA has exacerbated that situation 
with respect to Oregon by refusing to allow the state to define these 
services. Nor will HCFA allow Oregon to use other federal agency 
definitions, such as those of the Department of Labor. 

In the preai^le to Its Mirch 13 regulations. HCFA stated: "Ue do not 
believe that pre-vocatlonal and vocational training and educational 
activities are nomully furnished as a means of avoiding 
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1nst1tut1on.llz»tlon," even though they offer no data In support of this 
belief, while dau exists from sute and local sources (see atUchnent 
to a statenent provided the comnlttee by Mirllee Trapp fro« the United 
Cerebral Palsy Association of Pittsburgh), Indicating that such services 
are effective In preventing Institutionalization. 

We have a number of problems with several docunenutlon requlrenents In 
the regulations which we consider unduly burdensome. For InsUnce, In 
42 CFR 441.303(f)(4), the sUtes are required to provide specific 
Identification of the nUNber of clients who will be relocated or In 
other words deinstitutionalized as conpared to those who will be 
diverted or. In HCFA's parlance, "deflected" frtw nursing homes. In 
other words, those who could qualify for nursing hoM care, but do not 
end up In a nursing home because they have been placed In a conunlty 
setting. For those clients who are diverted or deflected, the 
stateiaents specify exactly where those clients will be cMing fron and 
how Mny will com fro« each situation or location. This regulation Is 
alMst Lposslble to coiply with and It puts the sUtes In a position of 
waking estlMtes about events which will occur three years or Mre In 
advance of ««hen those estlwtes are wde anst It will be extremely 
difficult to "guess" very accurately that far In advance. 

We object to the very strict Interpretation In the regulations of what 
constitutes a "new" waiver. The regulations legitimize those actions 
which the Secretary had uken with respect to our sUte and several 
others prior to their March 13 publication. They gave the SecreUry the 
authority to redesignate existing waivers as "new" even when minor 
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changes hid been Mde frow the sute's previous wiiver. The net effect 
of this is that the Secretary can then lipose a myriad of extraneous 
requirements on the states every three years. 

/ 

The above actions will be especially onerous when coiblned with the 

provision In 42 CFR 441.304(g) Mhlch stys that after Septeiifcer 9, 1985, , 

the Secretary will not allow funding for a new waiver until (as Is 

stated In the preamble to the regulations) . . all issues are 

resolved and we are sure that the waiver program will be operated In 

accordance with applicable regulations." This means that the Secretary 

has placed herself In a position "officially" to convert even 

functioning and currently approved waivers Into "new" waivers, and then 

to hold bade funding for such "new^ waivers until some level of 

satisfaction (the level of which Is not made known to the states) Is 

reached In HCFA and 0MB. In Oregon, this will mean that In three years, 

thousands of Oregonlans receiving services through the waivers will 

again live In fear that the funding for their services mio^ evaporate 

while HCFA Is becoming "satisfied." The difference this time will be 

th«t the March 13th regulations will not allow retroactive approval of 

waivers. Our sUte will be faced with having to shut Its program down 

or drastically reduce It and would thereby eliminate years of gains It 

has made In developing a system of providers of In -home services. 

III. Recommended Future Actions 

I hope, Mr. Charlman, that testimony to this point has shown that the 
Home and CoMiunlty Based Ualver program, especially as currently 
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idMfnfstered by HCFA and 0MB. his only « sMm ch«nce. if any. of 
providing any kind of long-tem solution to what Is one of tlie largest 
social Issues facing this nation todi^. He cannot, especially when 
faced with a situation where the elderly are becoMing a larger se^iwnt 
of our population, continue to scale back the resources available to 
state and local goveroMents which will allow them to care for persons at 
risk of Institutionalization. Neither can we continue using the 
regulatory process to encourage the institutional imion of such 
invldlduals by forcing a Medical aodel of care upon individuals when, 
•ore often than not. their probleas are functional In nature. 

I believe that the bills sponsored by Senator Bradley in the Senate and 
Congressnan Hyden In the House represent a step forward In that they 
would allow Medicaid funding as an optional service for ho»e and 
comnunity based care. 

Oregon recently conducted a survey of state Medicaid and Agenoy on Aging 
directors. I have attached a prellnlnary report of the findings of that 
survey. As you can see. over 93X of those who adHlnister hoM and 
co^unlty based services In the country are dissatisfied with the 
present situation. It should also be noted that a majority of the« feel 
that the Waivers should be Mde an optional progran under Title XIX, as 
the Bradley/Hyden bill would allow. 

However. Wr. Chaimn. It should be pointed out that an option which 
ranks second aaong those surveyed Is to create a completely separate 
title to the Social Security Act. Hx personal preference Is that the 
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utter should be Congress's goal for passage within the next four to 
five years. I also believe that adequate funds are alreadiy available 
for the population presently eligible for Medicaid to weet their needs 
simply by lifting the regulations presently devoted to nursing howe. 
home, health, personal care and funding for the present waiver program 
out of Title XIX and devoting It to the new title. I believe Oregon and 
other states have adequately demonstrated that when a state aggressively 
manages Its long-term care systems, the needs of those Medicaid 
ellglbles who are at risk of nursing home car« can be met within 
existing resources. This cannot be accomplished by strapping the states 
with a limit on the number of people who will be served as HCFA mandates 
It In Its March 13th regulations. In fact. It Is very probable that a 
population larger than that which would fill available nursing home beds 
will have to be served, but they can be served when the state truly Is 
given the flexibility to meet their needs In a nonHKdIcal and 
non-Institutional setting. 

One thing Is certain. Mr. Chairman. Wo cannot continue the present 
situation as administered by HCFA. Oregon Is In no position to again 
expend the kind of resources It had to expend to obtain Its present 
waiver. Nor do I. personally, want to again see thousands of Oregonlans 
receiving walvered services to again live In fear that those services 
might be terminated because some petty bureaucrat In HCFA Is not 
satisfied with the documentation we have sent. I urge you to take 
action quickly to make the waiver a permanent part of the Medicaid 
program as an optional service, but In the long run, a more definitive 
and long<^range solution the problem needs to be taken by addressing it 
separately' from the Medicaid program. 
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NAMES si:?^)orts the Administration's l3udget proposal to freeae and 
index durable medical eqaipinenfc (EMB) rental charges as part of the 
overall effort to reduce the budget deficit. 

However, the effect of the budget freeze proposal nust be 
considered in li^t of three major policy and reinixirsement initiatives 
for Medicare EME recently introduced and implemented by liCBA. Tliese 
initiatives include oxygen coverage guidelines, oxygen reinixirseraent 
guidelines, and rent /pur cihase payment procedures. Other proposed 
Medicare initiatives are also expected to have a negative effect. 

The effect on rate of assignment, quality of products and service 
on the equipment resulting from recent policy changes and the ensuing 
effects on Medicare beneficiaries most be assessed. We project a lower 
rate of assignment, lower quality products and decreased service on the 
equipment. Access to home care may also be jeopardized as smaller 
sv^pliers go out of business. 

Congress must assure before implementing the budget freeze 
proposal on EME purchases, that purchase charges have been established 
at levels that are consistent with marketplace prices. Purchase of EME 
before inplementation of the rent/purchase payment procedure was a 
relatively rare occurrence in the Medicare program. Therefore, there 
are very few customary or prevailing purchase charges for new and used 
equipment. Where such purchase charges may exist, they are frau^t 
with significant errors and are hopelessly outdated. 
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NWffiS believes savings cxxOd be achieved by withdrawing the HCEA 
rent/purchase instructions for ejipensive EME. Additional savings would 
result from inplementing the NAMES alternative payment proposal. 
Savings from both actions — withdrawing rent/purciiase for exp^iwe 
equipment rinplementing NAMES alternative — are docunented in the 
February 13, 1985 draft GAO report on EME. 
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SIATEtfcNr OF NAMES 



RUM >kh! 1HE 



SELECT OOMTIEE CN AGING 



Hismk you, tfc. Chairman, for allowing the National Association of 
Medical Equipnent Suppliers (NAMES) to present its views regarding the 
effects of the Administration's budget prcposcils on the Medicare 
program. 

NAMES, with a membership of over 1,400, is the largest trade 
association representing home care medical equipment suppliers 
throucpxxit the country. Our mentjers serve over 2 million patients who 
are able to avoid institutionalization because of the availability of 
medical equipment ranging from walkers and vAieelchairs to 
oxygen-^related items to hi^ tech nutritional therapy. Home care 
equipment si^jpliers provide not only the equipment but also the 
services that are essential to assure proper functioning and use of the 
equipment in the home. Must NZ^MES menters serve Medicare 
benef icieuries . 

I. NAMES SUPPOFCrS A DME FREEZE 

Mr. Chairman, NAMES sijpports the Administration's budget proposal 
to freeze the customary and prevailing rental charges for durable 
medical equipment (EME) beginning in fiscal year 1986. Vfe have not 
seen the actual proposed budget legislation. ^Therefore, we are not 
sure vAiat is proposed to be frozen. Mr. Chairman, NAMES supports a 
freeze that applies to the lower of the supplier's data-generated 
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custooary diarge or the 75th percentile of the data-generated custooary 
charges for all suppliers in a given locality, ihis is referred to as 
the reasonable diarge methodology and is set out in Section 1842 B of 
the Mediocure statute* 

The budget freeze proposca has been construed as a limit \i 
increase, hcwever, a true freeze would assure that prices cannit; be 
lowered or raised. 

Oxygen Reinixursement. HCSA iiqplemented on April 1, 1965, a nationwide 
fifystem of limiting Medicare payment for oxygen irider the EME benefit. 
The HCEA initiative (PAOWX Transmittal No. 18-3) directs carriers to 
pay for all oxygen at a standeurd per cubic foot rate. This PKTBOL 
initiative was not subject to notice and conment throug^h Inderal 
Register publication or any other outside ir^wt. HCEA ej^^ects this 
initiative to achieve savings for Medicare. However, it will also 
cause beneficiary hard^p particularly because of the elimination of a 
fair price for portable gaseous oxygen* NAMES has requested along with 
doctors, manufacturers, and beneficiaries that HCEA direct carriers to 
establish a separate pricing »ethod for port2»ble oxygen cylinders. 



Unlike portable liquid oj^gen systems, portable gaseous oxygen 
cylinders cannot be transf illed in the hone due to extraordinary fire 
and ejqploeion hazards associated with hi^ pressure cylinders. Ihere 
are extensive federal regulations and industry safety procedures vAddti 
^ nust be met to transf ill gaseous cylinders. It is beyond the tedmical 

and financial ability of most Medicare benef iciairiee to meet these 
requirements and is certainly an error for HCEA, as a matter of policy, 
to establish reiniaurseroent rates on the a8sui|>tion that a beneficiary 
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can treu:is£ill in his heme. 

While NAMES sv:?3ports efforts to achieve a reasonable balance in 
ov/gen payment, reiiriburseinent policy should not be used to restrain ^ 
utilization — coverage guidelines serve that purpose. Ihe proposed 
reinijursement for portable gaseous oxygen Which is substantially Icwer 
than market prices is a barrier to beneficiaries' access to necessary 
and appropriate portable gaseous oxygen, as demonstrated in HCEA Region 
IV. 

Oxygen Coverage — The i^ril 5, 1965, publication ty HCE7V of a final 
notice on oxygen coverage guidelines may result in reduced utilization 
of o3cygen and, therefore, may result in additional Medicare savings. 
Ihe oxygen coverage guidelines establish uniform, nationwide criteria 
v*iich a beneficiary roust meet to receive Medicare 03cygen 
benefits. NftMES sij^jports such an effort to bring predictability and 
consistency to ojcygen coverage determinations. 

Rent/Purchase — HCFA^ implemented on February 1, 1985, the DME 
rent/purchase guidelines. These carrier guidelines drastically levise 
the method for determining payment for EME by requiring purchase rather 
than rental. A closer examination of the data from the GAO's draft 
report reveals quite different savings outooraes for ejqpensive and 
inesqpensive EME. Iherefore, 



3 



ERIC 



189 



187 



at the outset we most distinguish between the rent/purcihase policy 
cJiange for inejtpensive equipment (costing less than $120.00) and 
expensive equipment. 

HCEA's action on implementing rent/purchase payment for 
ineaqpensive EME seems appropriate because it is likely to: 1) reduce 
Medicare outlays, 2) not increase claims administration expenses, 3) 
not disriflpt the Medicare beneficiary benefit for EME and, 4) resolve 
abuses of long term r^itals of inexpensive equipment. NAMES h2i8 
st^jported sudi action since 1982. 

By contrast HCEA*s action which increases purciiase of esqiensive 
equipment (costing more than $120) is an egregious error because, 
according to the HCKA-Williams College and GAD r^xarts it is likely to: 
1) not reduce Medicare outlays, 2) increase cladnB administration 
esqpenses and 3) disn;qpt beneficiary service by eliminating routine 
maintainenoe and the EME benefit. T^ierefore, Congressional attention at 
this time oust focus on HCXA*s action on Medicare payment for purdiase 
of esqpensive CMB. 

NAMES long-time position has been that reiiAxirsement for items 
costing $120 or less should be limited to the purchase price, m 
addition, NAMES developed an alternative reinixirsement formula for 
e35)ensive equipment designed to eliminate abuses vftiile recognizing the 
fact that the EME industry is labor intensive, service and maintenance 
oriented. The acquisition cost of EME is only a small percentage of 
♦ the total cost of doing business. The NAMES payment alternative has 

been ooinnunicated to both the Congress and HCEA many times over the 
last two years. 
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Inplementation of the rent/purcihase guidelines for ejcpensive EME 
has not gone well. Despite HGEA's claims that Medicare carriers and 
the DME industry have had two or three years to prepare for 
inplementation — the plain fact is that carriers r beneficiaries and 
si^liers were ur^repared. Today, more than five months after 
inplementation, every EME supplier is uncertain about how his Medicare 
claims will be processed, vitiat price will be used and vAysn he will be 
paid. 

It is not just a few inefficient carriers who are having trouble 
— all carriers are having difficulty with inplementicn of EMB 
rent/purdiase guidelines. Ihe problem? Unclear, inconsistent, and 
ambivalent instructions and directions from HC35A. 

NftMES, carriers, and HCFA have been working together to develop 
clear and consistent inplementation instructions. However, many of 
these implementation issues have been around since 1980 when the 
rent /pur cdiase regulations were published. Hie prospects for clarity 
and consistency are dim without substantive dianges in the statute. 
HCEA^s decision to put a moratorium on oscygen equipment a month and a 
half after inplementation illustrates the underlying problems. Paying 
only for the product without consideration for service needed to 
maintain the equipment in the home is shortsi^ted and leaves the 
beneficiary at great risk. 

Despite these inplementation problems and lanoertainties, we feel 
it is ioportant to note that beneficiaries have thus far been shielded 
from any uncertainty or anxiety related to their Medicare DME benefit. 
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Ihis is due to the professicanalism and sincere care that hone care 
siippliers provide Medicare beneficiaries. 

As you can see froro these exanples, HCBA has made in an ^rtrenely 
short period of time significant adjustments to the Medicare 
benefit ~ any one of which is as significant to CME si;?5>liers as the 
shift in hospital payment to DFGs. There are additional aaministrative 
actions currently under consideration by HGHA that would have an 
additional inpact on the DME and other Part B services, niese include 
parenteral/enteral nutrition reiniwrsement, arbitrary reduction in 
rental ciharges to 1/10 of purchase ciiarges and arbitrary reduction in 
ojcygen concentrator diarges. 

It is in^jortant to note that none of these administrative 
initiatives as described above are subject to administrative or 
judicial review. 

II. EgEABLISH REASCNABIJ: AND FAIR PURCHftSE CHMGES 

As a result of the rent/purchase guidelines iiplementation, most 
carriers are, for the first time, developing prevailing ciiarges for 
purchase of used equipment and prevailing charges for purchase of new 
equipment. If purchase (Siarges are frozen, it oould create severe 
hardships for both beneficiaries and stqppliers. HCfA has recognized 
this problem and instructed carriers to closely examine profile 
purchase charges to determine if they are significantly lower than 
marketplace ctorges and make necessary ugwad adjustments lAiere 
appropriate. NAMES, therefore, urgently requests that this ocwittee 
ensure that any freeze proposal take this uncertainty into account. 
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Beoauae virtually tdl benef icieuries dhooae to rent rather than purcViase 
ecjuipnent, carriers have not had sufficient historical subndtted <^iarge 
data to establish purchase prevailing dharges. Moreover, oaunriers that 
have established new equipnent prevedling purchase charges for certain 
equipnent have nixed si±Bitted purchase charges foe used and new 
equipnent, as well as ncn-oonoercial (i»e., beneficiary to beneficieury) 
ssLLes. Therefore, virtually zill prevailing purchase charges for new 
equipment eure significantly lower than mrketplac^e pric^es. 

HCEA instructed carriers to arbitrarily establish lased equipment 
purchase prevailing charges at 75% of the new equipment purc^iase 
prevailing charge. In other words, 75% of an incorrect enlarge. Ihere 
is no statutory basis for HCFA. to arbitrarily set used prevailing 
ciicurges at 75% of new prevailing ciharge and IfflMES has vigorously 
opposed such action. 

HCFA's recently inplemented rent/purdiase guidelines for Medicare 
EME payment provide an incentive — waiver of coinsurance and 100% 
payment — £ar a HIE st^lier submitting ciharges for purchase of used 
equipment at 75% (or less) of the new equipment reasonable charge for 
the same item. A siibsequent HCFA instruction directed c:arriers to 
arbitrarily establish used equipment purcdiase prevailing ciharges at 75% 
of the new equipment purcdiase prevedling — effectively eliminating the 
wadver incentive, not allowing "market" behavior to occur, and inposing 
an unfairly-low payment level. 

NAMES siqpports the incentive provision contained in the statute at 
75%. We oppose establishing the used purchcise prevedling at that same 
level (i.e., 75% of the new purdiase prevailing ciharge). HCSA*s 
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apparent reason for using 75% to arbitrarily set used purcSiase 
prevailing charge is to protect the beneficiary. However, the 
beneficiary is harmed, not protected, because his or her choices are 
decreased. There is no increase in Medicare DME outlays if the used 
purchase prevailing charge is set at a hi^ier amount, for example 90% 
rather than 75% of the new equipment purchase level. In fact, there 
may be additional savings to the Medicare program. 

Furthermore, if 90% rather than 75% is used, the beneficiary 
(particularly a baieficiary with siq^plemental insurance) would have an 
opportunity to purchase a higher valued item — and have the sij^jplier 
take assignment. For example, a si^^plier may have in his or her 
inventory two used hospital beds. One is two months old, the other two 
years old. The si^jplier purchase price for the two month old bed is 
$900.00 while the two year old bed is $750.00. If the used purchase 
pre^/ailing is set at 90% 

(e.g., $900.00), rather than 75% (e.g., $750.00), the boief iciary has 
the opportunity to purchase either bed and have the supplier take 
assignment on either choice. The beneficiary that could rK>t afford or 
does not have supplemental insurance for the ooinsurance amount could 
select the $750.00 bed and the su5^>lier under assignment would receive 
the full amxint and not have to collect ooinsurance from the 
beneficiary. 

By contrast, if the used purchase prevailing is set at 75%, 



8 




192 



(e.g., $750.00) as the guidelines currently require, the t)eneficiary 

that selects that $900,00 bed would have to pay the supplier the full 

anount on his own because the supplier v^ould not take assignment. ^ 

III. IMPACT OF RECENT HCEA fl CTICKS CN DME BENEFIT 

K 

Mr. Chairman, the Gcngress and your ooinnittee should be apprised 

of the inpact on assignment, queility and service within the Medicare 

EME benefit that results from the cost ccntainmait actions already 

taken by HC35A (i.e., oacygen reinixirsement, oxygen coverage, 

rent/purchase payment). Sumnarized below is the possible inpact: 

Assignment — Traditicnsaiy, Medicare beneficiaries have enjoyed a very 

high rate of assignmait by EME si^liers. The February 13, 1985, draft 

General Accounting Office (GAD) r^jort cn durable medical equipment 

indicated that for the carriers GAD reviewed, the percent of rental 

clsiims assigned was 96.4 v^le the percent of purchase cledms assigned 

was 32.8. One reason for the lower assignment rate for purdiase may be 

that purchase prevadling diarges were unacceptably lew. Therefore, 

with the inplementation of rent/purchase payment, v*iich increases the 

incidence of purchase, with the carriers establishing purchase 

prevailing charges, and with the reduction of prevailing ciiarges for 

oxygai equipment, it is likely that a decrease in the percentage of 

assigned claims will result. 

Quality of Product — HCEA inplementation of rent/purciiase for 
esqpensive equipment (equipment costing more than $120) creates a 
powerful incentive to provide the least expensive product possible for 
purdiase. The CME industry strongly objects to this incentive because 
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the lower cost equipoent is usually lower quality, and the beneficiary 
and the Medicare program will bear this burden. Under rental, the EME 
supplier has an incentive to maintain quality products which renain in 
service for a long period of time. Ihis ocntrasts with purchase where 
the low Medicare prevailing diarges force the si^^plier to cut costs by 
providing lower cost — therefore lower quality — eqviipinent. Lower 
quality equipiQKit has a shorter product life, requires nore repair arid 
maintainence and may result in increased Medicare outlays under 
purdieise. 

This was demonstxated in a NoveniDer 1984 Congressional Office of 
Technology Assessment case study Which found that 1) the eiqphasis on 
price over performance in the reinfcursement procedure has probably 
discouraged innovation, 2) cost ocular isons are more meaningful if 
"total annualized costs," which includes maintenance and repair, are 
ooniputed, 3) encouraging innovation may result in lower annualized 
costs. Neither the GAD report nor HCKA's assessment of the 
rent/pur diaise payment procedure includes this analysis. 
Service, Repair and Maintenance — Essential to the provision of DME in 
the beneficiary's home is the service which is necessary to keep the 
product, whether life-siipport or other DME, operating. Clearly the 
level of service varies according to equipment needs and beneficiary 
usage. Generally, the current rental diarges reflect this variance 
while purchase diarges do not. 

The beneficiary, prescribing i*xysician, and referral source 
recognize the medical necessity of having the equipment delivered to 
the patient's home. Under current hospital disdbarge pressure, this 
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delivery may be required at any time (e.g., weekends, evenings) and the 
request for the equipment is frequently on very short notice. "The 
sillier distribution network accyiwnodates timely delivery. In 
addition, subsequently required necessary disposable supplies are 
delivered. Current Medicare rental charges take delivery costs into 
account, while most purchase charges do not. 

After delivery to the patient's home, the equipraent must be set-up 
and put in good working oondition. Ihis often requires more than 
sinply unboxing a product and c^iecking to see if it is working properly 
(calibration, etc.). For exanple, over 200 varieties of wheelchairs 
are available. "Hie EME sillier uses his professional judgment to 
select the best product and make the necessary adjustments to meet the 
beneficiary's individual mediccil needs. 

A thorough understanding of the equipment by the beneficiary is 
necessary to achieve the proper medical benefit from the equipment. 
Often this requires that the sillier repeat daily the instructions to 
the beneficiary and his family, followed-i:?> with periodic inquiries to 
assure that the beneficiary is using the equipment properly. Like the 
first days at hane with a new baby, the first days at home with new 
equipment are more difficult and require more intense training and 
attention. Ongoing training is aa inportant as the initial training. 

24 hour service - As alreacfy discussed above, the initial delivery may 
be required at ariy time. Ihis requires 24 hour service and an 
emergency phone line by the EME si^jplier. More in^xartant, however, is 
the need while the patient is using the equipment, for imnediate 
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response to service needs. Ttie si^jplier has a strong incentive to 
provide 24 hour service to solve problems with equipiuait under rental. 
There is no incentive for 24 hour service under purchase. 
Maintenance - As noted in the preceding examples any maintoianoe 
required to keep the equipment operating efficiently is covered under 



the Medicare rental. Most si^liers schedule periodic visits to 
provide routine maintenance cn equipment in addition to responding to 
user needs for maintenance. Wider purchase, Medicare would not pay for 
routine maintenance so the likelihood of optimom performance and useful 
life of the equipment is diminished. 

Calibration - Certain equipment (e.g., oxygen concentrator, TEIJS) must 
be periodically cstLibrated to assure proper functioning of the 
equipment. If the equipment is rented? such ccilibration, like routine 
maintenance, would normally be performed on a regular schedule. Ihere 
is no provision for Medicare payment for calibration if the equipm^it 
is purchased. 

IV. ABSEIXIE OF REVIEW OR APPEAL 

Perhaps the roost serious problem for beneficiaries and EME 
si^liers under the Medicare Part B program is the total absence of 
judicial emd administrative review of HCFA determinations. As a result 
of a series of. federal court decisions in 1984, the authority for 
judicial review under the Medicare program is limited to the appeal 
procedures set out in the Medicare statutes and regulations. Under the 
Medicare statute there is no judicial review available to Part B 
beneficiaries and providers. The only review available is through an 
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administrative procedure called a fair hearing, and is conducted ty an 

oiployee of the Medicare carrier. Ifrider Medicare regulations, a fair 

hearing is not available if a denial of a claim is based on a HC3A j, 

guideline, letter, memorandum, regulation, notice, or other written 

ooonuni cation. 

f 

Thus, the oxygen reintoursement and coverage initiatives, the 

m 

rent/purchase guidelines referred to above or any of the thousands of 
pages of HGEA determinations uiKier the Medicare Part B program are 
precluded from review by anyone, be it a court of law or an 
administrative fair hearing. NAMES believes this situation was not 
intended by the Congress vHnen the law was passed in 1965, but results 
from a series of statutory amendments, regulations on the oonduct of a 
fair hearing and court decisions. We believe this problem sfliould be 
corrected by Congress. 

V. OOWQJUSiqj 

•me elderly have been subject to significant dhanges due to the 
recent HCH7V initiatives to reduce costs for Medicare DME — oxygen 
coverage, oxygen reiicbursement, rent/purdiase payment for inexpensive 
equipment. Prc±>lems with the purchase diarges for new and used 
equipment need iinaediate attention. This is because, until the 
inplementation of rent/purchase payment, there sinply were no, or very 
few, custonary or prevailing purdiase charges. Congressional action on 
ej^jensive EME should focus on the NAMES alternative payment 
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proposal. The recent draft GAD r^jort denaistrated, unlike HdA's 
rent/purchase instructions for expensive equipnent, that the NMCS 
alternative would result in savings to the Medioare program. 

VI. REOCMffitTOTICKS 

. C3onsider the significant changes affecting beneficiaries 
receiving EME that have resulted from the policy changes recently 
implemented by HCTA. 

• Consider the need to first establish fair and reasonable 
purchase charges for EME before freezing those charges. 

• Consider the savings that would be aciiieved ty withdrawing the 
HCEA rent/purchase payment instructions for ejipensive equipment and 
substituting the NAMES alternative payment proposal. 

• Consider the need for Congress to provide review and ^peal for 
Medicare Part B beneficiaries and providers. 
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Society of Professional Beneht Administrators 

2033 M Slrc«t» NW • Suite 605 • Washington, D.C. 20036 • (202) 223-6413 

Testimony of the Society of Professional Benefit Administrators (SPBA) 
by Exscutive Director Frederick D. Hunt, Jr. 

U.S. House of Represent* tives 
Select Cocmittee on Aging 

Hearing on Health Care Cost Containment; 
Are America's Aged protected? 
July 9th, 1385 



VMt M»ber« of A»srlc*'» retiree* and their d^»eiident« will 
probab^ eooo lo«i their prlTate in.urjmca 
^ulpriti reeponeible for thte loe» are the Coagreee of the Ontted 
States and the JUtelnletratlon. 

prior to 1914, an ever-increaaing nunber of retired wfj^f* 
end their dependents were receiving free or eubeldixed health in- 
Surance coverage. Scmetimee It was total 

Offered active vorkers, and sc-etimee "^i'^J.^^^^'JoSw 
coordinated with Medicare. In any case, older toerica^ could 
expect a much Mor* secure future. . .with the knowledge that their 
^cal bills for short and long-term care P^^' ^i'Sii. 

itoerica's public health coverage system was saved billions of dol- 
lars because retirees had private coverage. 

in 1914, congress and the AdministraUon passed DEFRA (the 
Defied? ReSJction^ct of 1914) , For the .*~;'tS":tlree 
covered by self -funded plane, DBFRA was a crippUng blow to =«ti.ree 
SSIl^co?erage. It prSvents for at the very least grossly coiipli- 
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catea) employers' efforts to set aside money during an employee •s 
working years for his retiree coverage. Not to adequately pre- 

irresponsible. It is the kind of fiscal irrespon- 
sibility that the Congress was simultaneously reversing in the 
Social security program. . .which now more adequately pre-funds. 

Frankly, with this foolish Government edict, an employer must 
either be very sure of his future cash-flow, and/or terminate the 
coverage for retirees. The termination of coverage is not to b« 
hard-hearted. There are already legal cases in which retirees say 
that an employer promised or implied retiree coverage. . .and employ- 
ers point to DEPRA and say that without adequate pre-funding, they 
cannot promise or provide such coverage. This is both a blow to 
employee morale... and self-defeating national oolicy. it BerelT 
sbxmm more teericans onto the alre«dy onrer-bazdeiMMl pobUe progrMi 
such as social Security, Medicare, Medicaid, VA military hospitals, 
and state/local welfare. 

To provide a one-two punch... to be doubly sure that retirees' 
^ff^*?* health insurance coverage is terminated, congress and the 
Administration have increasingly adopted "cost-shifting". . .govern- 
ment-promised services to now be paid by private employee benefit 
plans. Every time you hear 0KB and your colleagues in the Congress 
talking about "saving millions & billions". . .you should realize 
that what thcr really mean i» th*t Dtacle Ssm will pawn off him cxmtM 
onto the priT«te sector. For instance, before the Congress right 
now is a proposal to shift the cost of "free" Veterans Administra- 
tion medical care (which was promised to American vets as part of 
their compensation for service) .. .onto the private plans. VA would 
^^i^u^'}^*^* P^*^ ^® "free- service. . .with the private sector 
not having any way to enforce cost-containment or auditing proced- 
ures . 

The VA cost-shift is not alone. You have already made Medicare 
(promised to those over 65) secondary payor to private health insur- 
ance plans. Thus, an tmplarox who covers workers ower 65 and/or 
retirees over 65 is actoallT penalised toy Congress for including 
the older person in the private plan. The logical answer is to 
drop coverage for retirees and dependents, and thus not be penal- 
ized by Congress. Of course, dropping coverage for older workers 
is bad national policy. . .but that is what you are forcing unless 
you begin to listen more closely when groups such as SPBA explain 
the cause-and-effect which you are setting off. In the case of 
DEPRA and the cost-shifting, we told you so over and over. You must 
not be overwhelmed and bow down to the staff of the Congress and 
Administration whose only job is to jiggle financial estimates to 
meet their own revenue needs. Yes, there may be some revenue gains 
...but they will be more than lost by the human and financial loss 
of providing health coverage for older Americans from sane other 
source. 

Mr. chairm^m, like you and your colleagues on this comnittee, 
our prime concern is for the huiman effects of legislation. . .not 
donbtfol revenue projections. We realize that in DEFRA, the avowed 
purposes, of the limits of pre-funding was to stamp out what even 
the proponents admitted was a miniscule minority of abusive plana. 
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We begged that the Congress "not throv out the baby i#lth the bath 
water" and "not use a baseball bat instead of a fly swatter." Even 
those who understood our warnings told us to "cala down. It can be 
fixed later". Mr. Chairman, we at SPBA think that leaving America's 
elderly with this cancer of their coverage while the systeoi wakes ) 
up to what it has done is cruel and foolish. We tirge you to ixamed- 

iately begin the process to remedy this situation of limits to pre- *■ 
funding and cost-shifting, and we are eager to b« of whatever service 
we can. As you cen tell from this statement, will not give you 
gobbledy^ook. We will tell you like it is. A».the independent 
administration firms for the employee benefits of 1/3 of all Ameri- 
cans, we have both the independence and the scope to lend useful 

candor to your considerations. Please feel free to cell on us. i 
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AMERICAN FEDERATION OF HOME HEALTH AGENCIES, INC. 

429 N Street S.W. • Suite S-605 • Washington, D.C. 20024 • (202) 554-0526 



ADDITICNAL 
TESnMOtn CP 
STEPHEN G. YCWSNOVTOI 
President ^»nd Chief Executive Officser 
Visiting Nurses Assocniatixai of Butler Cbunty, Inc. 



AMERICAN FEDERATION OF a3ME HEALTO A3ENCIES 



House Select Ocrmittee on Aging 
U.S. House of Representatives 



BatJcx, jpennaylvania 



cn brfialf of the 



July 9, 1985 
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DMB Iilue Statement of American Federation of Home Health Agencies 



A related ar^^a in which recent federal cost containment measures 
have hindered the elder ly*s access to needed medical care is the 
area of durable medical equipment or DME. Thin area, too little 
understood by regulators, in my opinion, has traditionally focused 
equipment like hospital beds, walkers, and wheelchairs. Now, 
in the DRG environment, DME increasingly includes items like 
enteral/parenteral feeding pumps , home ventilators, and oxygen 
systems, that are essential to providing quality, high technology 
health care in the home. 

Two recent changes in federal policy have made it less likely 
that the elderly will gain access to needed DME items i First , 
the July 18, 1984 requirement that home health agencies bill 
beneficiaries a 20 percent coinsurance £or DME provided as a 
Medicare Part A home health service: Second , recent RCPA DME 
lease-purchase guidelines that severely limit reimbursement for 
home health agencies and DME suppliers providing DME as a Part 
B benefit to beneficiaries. 

When a home health agency chooses to serve beneficiaries by 
providing DME as a Part A benefit, RCFA regulations implementing 
the Deficit Re luction Act of 1984 (P.L. 98-369) require that agency 
to bill patients for 20 percent of the DME cost. Even though 
the 20 percent coinsurance, if uncollected, ultimately may become 
a Medicare liability, home health agencies may choose not to offer 
DME services to avoid billing a patient directly for services. 
More importantly, the patient, realizing he/she faces a 20 percent 
coinsurance payment, may opt to go without the DME even though 
the equipment is medically indicated. As you are aware, this 
DME co-insurance is the only co-insurance that exists in the Part 
A home health benefit. 

In the few cases where a home health agency had chosen to provide 
DME as a Part B benefit to patients, HCFA's new lease-purchase 
regulations simply do not permit adequate reimbursement. Essential 
and costly services like repairs, maintenance, and delivery, of 
DME are factored into the reimbursement but are now inadequate. 
The result is all too predictable: home health agencies and Part 
B suppliers will not be able to accept Medicare assignment if 
their costs are not met and the elderly, facing direct billing 
with only partial Medicare reimbursement, will again opt to forego 
needed medical equipment. 

In both these cases, regulatory cost-containment efforts will 
deny high quality, high techology DME services to Medicare 

beneficiaries the very equipment that could keep them out of 

institutions. Fortunately, legislative remedies are available. 
Those provisions of P.L. 98-369 which impose a 20 percent 
coinsurance payment should be repealed. Home health agencies 
should receive 100% of reasonable costs for providing DME to 
patients. 
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In th« ■•cond caier Congreii ihould Intiit that HCFA eitabllih 
reasonable charge icreens for home health agencies and other Part 
B suppliers providing DME as a Part B benefit, Including 
reimbursement for the cost of equipment repairs, maintenance and 
delivery. I would strongly urge the Select Committee to communicate 
these recommendations to the appropriate authorizing committees. 
Many Part B suppliers signed 12 month contracts with the Fart 
B carriers In September of 1984, agreeing to accept Medicare 
assignment. The drastic changes In reimbursement for DME created 
by the new lease- purchase regulations and confused Interpretation 
of the new regulations have the entire DME supplier system In 
a state of confusion. In my opinion, many DME suppliers will 
not sign the renewal contract to accept assignment this year. 
Therefore, effective October 1, 1985, many home health agencies 
who have relied on a DME supplier to provide their patients with 
equipment and appliances will not bill Medicare on behalf of the 
patient and will charge the patient directly for services provided. 
This would create a dramatic impact on patient care, specifically 
high tech care and would directly or Indirectly affect the referring 
home health agency. 

In closing on the subject of elderly access to DME, I have tried 
to explain problems In this complex area as succinctly as possible. 
Nothing I can say, however, could begin to bring home the magnitude 
of the problem like the contacts our agency received In the past 
two months from beneficiaries just informed by HCPA of the new 
lease-purchase guidelines. 

I respectfully ask that several of these examples, and the HCPA 
letter that prompted these patient calls, be made a part of the 
record. These are cases of senior citizens who felt compelled 
to turn In their medical equipment, including even oxygen 

equipment the very equipment that is literally keeping them 

alive 1 because of the impact of the new DME cost containment 

measures. These elderly speak more eloquently than I can about 
what happens whs« Medicare cost containment assumes greater 
importance in the minds oi federal regulators than the people 
we are here to serve. 
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^ Pennsylvania Blue Shield Medicare 



'y Camp HIi. Pwintyhranla 17011 

05/07/35 



FORM APPKOVEO 
QMS NO* 093e-02l8b. % 



MEOICARS LAW STATES THE CA^RIEI MUST MAKE A RENT/PURCHA5 £ DECISION ON 
a" oSSaSlE HcOICAL E;.UIFMENT. enclosed is an INFORMATlUf*AL LETTER 
EXPLAlNINti THIS NEW LAW. FLEaSS RcAO CAREFULLY. 

AFT5R flEVIeWING YOUR CLAIM, HAVE OECIDED THAT IT IS MOie 

Ml*5«AdLE FO^ THS MESICARE PROGRAM TO PAY FOR THE PURCHASE OF YOUR 
£2UI°MENT%ATHER THAN KENTING IT. IF YOU OECIOE " PURCHASE YOUR 
E3Ulp!l6?4T, PLEASE COliTACT YOUR SUPPLIER BECAUSE A NEW PURCHASc CLAIH 
MUST SE SU3MITTE3. . 

IF YOU 0ECI3E T3 CONTINUE RENTKiG YOUR EQUIPMENT, RENTAL PAYMENTS 

AFTC^l 07/01/B5 WILL Be SUBTRACTED FRCM THE REASONAflLE PURCHASc 

pJlc2 AND WILL ENtJ WMi=N THE MAXIMUM APPROVED AMOUNT IS PAID 

L^ wSs^ MEDICAL NECESSITY FOR ThE EOUI^'MENT ENDS, «HICH |VER COMES 

FIRS?: WHEN THE REASONABLE PURCHASE PRICE IS REACHED. RENTAL PAYMENTS 

WILL STOP AND THE RENTAL PAYMENTS WiLU BECOME YOUR RESPONSIBILITY. 

IF YCU WCULD LIKE TO PURCHASE YCOR EwUlPMbNT AND FINANCIALLY CANNOT 
AFrjR3 TC, PLEASE NOTIFY US. 

PL=AS£ PLACE AN X IN FRONT CF JNE OF Th£ FOLLOWING AND RETURN THIS 
LSTTE*. TOs 

PENNSYLVANIA SLUE SHIELD 
P.S. BOX 8806 
CAMP HILL, PsNNSVLVANiA 17011 



EJUlP: ^EROSOL THER;,PY UNIT WITH COMPRESSOR 
APP^OVcO AMOUNT: (139.00 

^MQULD LIKE TO PURCHASE CuUIPMENT. 

^^rfOUL3 LIKE TO COUTlNUE RK.'iTl.'^t.. 

^W JUL>> LKE TO PURCHASE BUT CANNOT FINANCIALLY AFrURO TO. 

TH/JiK YDU FOR YOUK PRGfM>T ATTENTION TC THIS MATTER. 
ENCLOSURE 
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Exhibits 

Incidents of Returned DME, Following Patient Receipt of 
0MB Form 0938-0218 May-June, 1985 

Patient 1 - 87 Year old male; Diagnosis: Congestive Heart 
Failure; DME: portable oxygen unit with regula- 
tor; Equipment returned following receipt of 
Pennsylvania Blue Shield Letter of May 1, 1985. 



Patient 2 - 79 year old male; Diagnosis: Polio, Emphysema; 

DME: wheelchair with removable foot rest; Equip- 
ment returned following receipt of Pennsylvania 
Blue Shield letter of May 1, 1985. 



Patient 3 - 92 year old female; Diagnosis; Arteriosclerotic 
Heart Disease, Hypertension, and Tumor of the 
Bowel; DME: bedside commode; Equipment returned 
following receipt of Pennsylvania Blue Shield 
letter of May 7, 1985. 
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Pennsylvania Blue Shield Medicare 

•on m. CAMP MLU I— *• 

Camp Hin, Penrwyhranla 17011 ^^^2 2/85 



69^1A 



VISITING HOME CARE SERV 

122 BUTLER MALL 

BUTLER PA 16001 



HE HAVE RECEIVED YOUR CLAIM FOR REIMBURSEMENT FOR THE PURCHASE OF 
HOSPITAL BED, VARIABLE HEIGHT? (HI-LOI, WITH MATTRESS IN THE AMOUNT OF 
$645.50. MEDICARE. WILL BE ABLE TO ALLOW UP TO $484.10 FOR THE MEDICAL 
EQUIPMENT WHICH WAS PURCHASED. 

ACCORDING TO THE MEDICARE LAWt REIMBURSEMENT FOR THE PURCHASE OF 
DURABLE MEOICAL EQUIPMcNT IS TO BE MAOE IN MONTHLY INSTALLMENTS BASED 
ON THE REASONABLE MONTHLY RENTAL CHARGfe. THESE MONTHLY INSTALLMENTS 
WILL CONTINUE UNTIL THE ALLOWED PURCHASE PRICE HAS BEEN MET OR THE 
MEDICAL MONTHS OF NECESSITY SPECIFIED IN THE PRESCRIPTION HAVE BEEN 
MET, WHICHEVER LOMES FIRST. THESE INSTALLMENTS ARE PAYABLE AT 80« OF 
THE AMOUNTS STATED BELOW AFTER ANY REMAINING DEDUCTIBLE AMOUNTS ARE 
MET. 

3 MONTHLY INSTALLMENTS AT « 75.00 ALLOWED CHARGE 
0 MONTHLY INSTALLMENTS AT % .00 ALLOWED CHARGE 

TOTAL ALLOrtcD CHARGE AT » 225.00 

THE PURCHASE OF DURABLE MEDICAL EQUIPMENT IS COVERED BY MEDICARE ONLY 
WHEN THE EQUIPMENT IS USED IN THE PATI04T«S HOME. THEREFORE, IN THE 
EVENT OF DEATH OR ENTRANCE INTO A HOSPITAL OR EXTENDED CARE FACILITY 
PARTICIPATING IN THE MEDICARE PROSRAM, THIS EQUIPMENT WILL NO LONGER 
BE A COVERED EXPENSE AND THE MONTHLY INSTALLMENTS WILL BE DISCONTINUED. 

SINCERELY* 

MEDICARE CLAIMS DEPARTMENT 



A COPY OF THIS LETTER HAS BEEN SENT TO: HBCCIVED 

HELEN . _ ^ 

.JUL t9 085 

BUTLE5< PA 16001 _ 
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Pennsylvania Blue Shield Medicare 

•ox M. CMP NKJL M. TTftt 

Camp HiM, Ptnntyhfania 17011 

07/22/B5 



6941A 



VISITING HOHE CARE SERV 

122 SUTLER MALL 

BUTLER PA 16001 



WE HAVE RECEIVED YOUR CLAIM FOR REIMBURSEMENT FOR THE PURCHASE OF 
TRAPEZE BAR* FREE STANOING, COMPLETc KITH GRAB BAR IN THE AMOUNT OF 
$325.00. MEOICARE. ><ILL BE ABLc TO ALLOW UP TO $112.50 fOf THE MEOICAL 
EQUIPMENT WHICH WAS PURCHASEO. 

ACCOROING TO THE MEOICARE LAW* REIMBURSEMENT FOR THE PURCHASE OF 
DURABLE MEOICAL EQUIPMENT IS TO BE MADE IN MONTHLY INSTALLMENTS BASED 
ON THE REASONABLE MONTHLY RENTAL CHARGE. THESE MONTHLY INSTALLMENTS 
WILL CONTINUE UNTIL THE ALLOWED PURCHASE PRICE HAS BEEN MET OR THE 
MEDICAL MONTHS OF NECESSITY SPECIFIED IN THE PRESCRIPTION HAVE BEEN 
MET, WHICHEVER COMES FIRST. THcSE INSTALLMENTS ARE PAYABLE At B0« OF 
THE AMOUNTS STATED BELOW AFTER ANY REMAINING DEDUCTIBLE AMOUNTS ARE 
MET. 

3 MONTHLY INSTALLMENTS AT $ 28.00 ALLOWED CHARGc 
0 MONTHLY INSTALLMENTS AT % .00 ALLOWED CHARGE 

TOTAL ALLOWED CHARGE AT $ B^.OO 

Tv;c PURCHASE OF DURABLE MEOICAL EQUIPMENT IS COVSRED BY MEDICARE ONLY 
WHEN THE EQUIPMENT IS USED IN THE PATIENT'S HOME. THEREFORE. IN THE 
EVENT OF DEATH OR ENTRANCE INTO A HOSPITAL OR EXTENDED CARE FACILITY 
PARTICIPATING IN THE MEOICARE PROliRAM, THIS EQUIPMENT WILL NO LONGER 
BE A COVERED EXPENSE AND THE MONTHLY INSTALLMENTS WILL BE DISCONTINUED, 

SINCERELY* 

MEOICARE CLAIMS DEPARTMENT 

RECEIVED 

A COPY OF THIS LETTER HAS BEEN SENT TO: JUL ^ 9 H85 

^^^^^ - VHr.m 

BUTLER PA 16001 
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Pennsylvania Blue Shield Medicare 

Camp HHI, P«nnsytvan<a 17011 07/22/05 



VISITING HONE CARE SERV 

122 BUTLER HALL 

BUTLER PA 16001 



WE HAVE RECEIVED YOUR CLAIM FOR REIMBURSEMENT FOR THE PURCHASE OF 
BEO SIOE RAILS* FULL LENGTH IN THE AMOUNT OF $I75*00* MEDICARE MILL BE 
ABLE TO ALLOW UP TO $93*75 FOR THE MEOICAL EQUIPMENT WHICH WAS 
PURCHASED* 

ACCORDING TO THE MEDICARE UW* REIMBURSEMENT FOR THE PURCHASE OF 
DURABLE MEDICAL EQUIPMENT IS TO BE MAOC IN MONTHLV INSTALLMENTS BASED 
ON THE REASONABLE MONTHLY RENTAL CHARGE. THESE MONTHLY INSTALLMENTS 
WILL CONTINUE UNTIL THE ALLOWED PURCHASE PRICE HAS BEEN MET OR THE 
MEDICAL MONTHS OF NECESSITY SPECIFIED IN THE PRESCRIPTION HAVE BEEN 
METv WHICHEVER COMES FIRST* THESE INSTALLMENTS ARE PAYABLE AT BOS DF 
THE AMOUNTS STATED BELOW AFTER ANY REMAINING DEDUCTIBLE AMOUNTS ARE 
MET* 

3 MONTHLY INSTALLMENTS AT $ 2^*50 ALLOUEO CHARGE 
0 MONTHLY INSTALLMENTS AT t .00 ALLOWED CHARGE 

TOTAL ALLOWED CHARGE AT $ 73*50 

THE PURCHASE OF DURABLE MEDICAL EQUIPMENT IS COVERED BY MEDICARE ONLY 
WH^N THE EQUIPMENT IS USEO IN THE PATIENT'S HOME. THEREFORE* IN THE 
EVENT OF DEATH OR ENTRANCE INTO A HOSPITAL OR EXTENDED CARE FACILITY 
PARTICIPATING IN THE MEDICARE PROGaAM, THIS EQUIPMENT WILL NO LONGER 
BE A COVERED EXPENSE AND THE MONTHLY INSTALLMENTS WILL BE DISCONTINUED* 

SINCERELY* 

MEDICARE CLAIMS DEPARTMENT 



A COPY DF THIS LETTER HAS BEEN SENT TO* 
HELEN 



BUTLER PA 16001 



RECEIVED 

JULS9QB5 
VHrrflt 
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HEALTH INSURANCE CLAIM FORM 

XXXX MEDICARE Q CHAMPUS O ILUE SHIELD Q ( 
• BOK n fa. MX » If MX u 

CAMVMtLL.f* mn CCX.UMM*. Lc mM camtwu.m intt 



f ATIENT 0 INSURED tSUOSCRlVERI INFORMATION 



Form ^(wrovfd OMI No. 0? 3a00« I 



HaEH 



BUTLER, PA 1600t 



9 i 15 107 SAME 



kPftlllNT-SHk 



J rftTl(NT-lll(LATio*<^>n>Ta«<nulll| 



• AN ftOOMNT 



I txv*tm 



SAME 



MtT»rc;Mr»ni<MH(C*^*«sf Oliver MicM(«r*«n Ml 




]l PHVStOMt CM t«^vu(in MUM* AMMU.(lf CMC 

50 007 **VI20053«<M 



J 








25-t4tt844 i 


yzsniNs HOMc care scrv inc 

310 NEH CASTLE RO 122 
BUTLER ^A 16001 










(4I2I-285-USS 1 





ffmnvt » (V AM* rauMCiL I'M UfUCAt MMVKf 



ERIC 



212 



210 



Pennsylvania Blue Shield ^f^icare 

C«mp HM, INnMylvanta 17011 



05/07/85 



FOKM APPROVEO 
OMe NO* 0938-02ia 



HELEN . 



BUTLER f PA 16001 



MEOICARE LAW STATES THE CARRIER HUST MAKE A RENT/PURCHASE OCCISION ON 
ALL 0URA8LE MEOICAL EUUIPMENT. ENCLOSEO IS AN INFORMATIONAL LETTER 
EXPLAINING THIS NEW LAW. PLEASE REAO CAREFULLY. 

AFTER REVIEWING YOUR CLAlMt WE HAVE OECIOEO THAT IT IS MORE 
REASONABLE FOR THE- MEOICARE PROCRAH TO PAY FOR THE PURCHASE OF YOUR 
EQUIPMENT RATHER THAN RENTING IT. IF YOU OECIOE TO PURCHASE YOUR 
EQUIPMENT* PLEASE CONTACT YOUR SUPPLIER BECAUSE A NEW PURCHASE CLAIN 
MUST BE SUBMITTEO* 

IF YOU OECIOE TO CONTINUE RENTING YOUR EQUIPMENT* RENTAL PAYMENTS 

AFTER 07/01/Bi» WILL tE SUbTRACTEO FROM THk REASONABLE PURCHASE 

PRICE ANO WILL ENO WHEN THE MAXIMUM APPROVEO AHOUNT IS PAID 

OR WHEN MEOICAL NECESSITY FOR THE EQUIPMENT ENOS, WHICH EVER COHES 

FIRST* WHEN THE REASONABLE PURCHASE PRICE IS REACHEOi RENTAL PAYMENTS 

WILL STOP ANO THE RENTAL PAYMENTS WILL BECOME YOUR RESPONSIBILITY. 

IF YOU WOULO LIKE TO PURCHASE YOUR EQUIPMENT ANO FINANCIALLY CANNOT 
AFFORO TOt PLEASE NOTIFY US. 

PLEASE PLACE AN X IN FRONT OF ONE OF THE FOLLOWING ANO RETURN THIS 
LETTER TOx 

PENNSYLVANIA 3LU£ SHicLO 
P.O. BOX BB06 
CAMP HlLLt PENNSYLVANIA 17011 

HICr 6941A 

NAMEX HELEN ^ COOEi E0255 

EQUIPi HOSPITAL hiO$ VARIABLE HEIGHTt (Hl-LOIt WITH MATTRESS 
APPROVEO AMOUNT X $645.5Q ^ 

' WOULO LIKE TO PURCHASE EQUIPMENT* 

WOULO LIKE TO CONTINUE RENTING. 

^WOULO LIKE TO PURCHASE BUT CANNOT FINANCIALLY AFFORO TO* 

HIC: ^♦^lA 

NAME: HELEN COOE:. E0310 

EQUIP: tfEO SIDE RAlLSt FUL*, LENGTH 
APPROVEO AMOUNT: $115.00 ^ 

^WOULO LIKE TO PURCHASE EQUIPMENT. 

WOULO LIKE TO CONTINUE RENTING* 

^WOULO LIKE TO PURCHASE BUT CANNOT FINANCIALLY AFFORO TO. 
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Pennsylvania Blue Shield 

Can* HM. Pmraylnnla 17011 



Medicare 



HlCt 6941A 6- 

NAMEx HELEN . — : CODE; E0940 

EOUIPx TRAPEZE BAKf FKEE STANDING, COMPLETE WITH 6KA6 8AR 
APPROVED AMOUNT! $150.00 ^ 

HOULO LIKE TO PURCHASE EQUIPMENT. 

WOULD LIKE TO CONTINUE RENTING. 

WOULO LIKE TO PURCHASE BUT CANNOT FINANCIALLY AFFORO TO. 

THANK YOU FOR YOUR PROMPT ATTENTION TO THIS MATTER. 
ENCLOSURE - 
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HOW MEDICARE HELPS PAT TOIt 
DUKAILE MEDICAL ■QOIPMENT 



If you are going to nacd a wheelchair f hoapltal bmd or oth«T durable MMllcal 
cqulpMnt (DME) preecrlbed by your doctor* you aay already know that Medicare 
■edlcel Inaurence (Pert B) cen help pey for It. Whet you aey not know le thet 
there hee been e chenge In the Med leer e rulee on renting or buying euch 
equlpaent. 

Should I rent or buy? 

The declelon to rent or buy DME le etlll youre. HoweTer* If you decide to rcnt» 
you ehould know that Medlcere gen«relly will no longer p«y for rentale 
Indefinitely. To help you make your declelon* you ahould aak your doctor how 
long you will need the equlpnent and ask your supplier ebout hla rental retes 
and aelee prices. 

Itc»a coetlng $120 or lege to buy; 

If en Itea coete $120 or leae and you will need It for only e short tlae (for 
exanple* 1 or 2 aonthe)* you ere probably better off renting it. But If you 
need the equlpnent for sore than a few nonthet you ehould consider buying it. 
This le beceuee Medicare will not pay aore In rentel charges than would be 
peld If the equlpe»ent hed been bought. For cxaaple: 

Mre. Baker neede e walker^whlch haa a reaaonable rental ellowance of 
$10 a aonth end e.reaaoneble purcheee price of $60. If the equipment 
le rented* Medlcere will not pay any aore In rental chargae than If 
the equlpaent had been purchaaed. In thla exanpla* Medicare would 
■ake rental payaenta for only 6 aonths. 

IteMS costing aors than $120 

For squlpMnt coetlng more than $120* the rules srs slightly different. If 
equipment le rented when It would have been less costly to buy* Nedlcars 
will slso llalt relaburecaent to the aaount that would be paid for buying 
the equipment. However* the llsLt will not be epplled begixmlng with the 
flret rentel nonth aa la the caaa with equlpaent coetlng $120 or less. 
Rather* beneflclerles will receive e notice telling thea when the llalt will 
begin to be epplled. For exaapla: 

In July 1965* Mr. Greene rente e wheelchelr coetlng $400 et $40 e 
■onth. When the rental claim le received* the carrier reviews the 
doctor *e prescription and the expected period of tlas the equipment 
will be needed end finde that purchase will be more economical « 
The cerrler notifiee Mr. Green in Auguet 1985 that* beginning with 
October* relmbureemcnt for future rentala will be limited to the 
reaaonable purchase price. In this exsmpls* rentel paymente would 
be ellowed through July 1986. If the equipment le purchased 
during the period October 1985 - July 1986* eny rental paymente 
ellowed in thle period will be eiibtrected from the reesonabla 
purcheee price. 
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Can I buy u«»d equlpMent? 

Tou can mv« money if you buy used equipment , If the used equipment costs 
no acre than 75 percent of the ressonable purchsse price of new equipment, 
and assuianK you have met the $75 deductible. Medicare will pay for the 
entire cost of the equipment. Thus, you will not hsve to pay for the 20 
percent coinsursnce. In order for used equipment to qualify for this 
ssving to you, the medical equipment eupplier must give you the same 
warranty that is offered to buyers of new equipment, snd certify that the item 
is in good order, snd thst reasonable service snd repsir expenses will 
not exceed those for comparsble new equipment. 

Where csn I get more information ? 

If you hsve any questions on renting or buying aedicsl equipment, including 
other purchsse plsns such ss installment payments, lease arrsngements , or s 
list of psrticipsting suppliers, call or write: 

In Pennsylvania and Delawsre; 

Pennsylvanls Blue Shield 
P.O. Box 65 

Camp Hill, FA 17011 

Toll Free (Pennsylvania): 1-800-382-127A (Locsl: (717) 763-3601) 

Toll Free (Delaware) : 1-800-292-7865 



In the District of Columbia Metropolitsn Area: 

Pennsylvanis Blue Shield 

P.O. Box 100 

Camp Hill, PA 17011 

Toll Free: 1-800-233-1124 
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